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PREFACE. 



The success which has attended the abridg- 
ment of " The Elements of Moral Science/' 
has induced the author to prepare the following 
abridgment of "The Elements of Political 
Economy." In this case, as in the other, the work 
has been wholly re-written, and an attempt has 
been made to adapt it to the attainments of youth. 

It is not, however, probable, that the present 
work can be studied with advantage at as early 
an age as a treatise on morals. We are capable 
of judging of right and wrong at a very early age, 
and, therefore, at a very early age, the principles 
of morals may be inculcated. With Political 
Economy, however, it is otherwise. Here the 
elements are more or less blended with the social 
principles of man, and they are not readily under- 
stood without some practical acquaintance with 
the social constitution, and a habit of generaliza- 
tion which can only be the result of some degree 
' of observation and experience. 

While, however, this is admitted, the author 
has thought that there might yet be found a large 
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class of persons to whom a work of this kind 
might prove useful. Such are the more advanced 
students of both sexes in our High Schools and 
Academies, many of whom leave these seminaries 
to enter immediately upon the active duties of 
life. While most of these are entirely capable 
of understanding the principles of Political Eco- 
nomy, the time allotted to their education would 
scarcely allow of their attention to a larger vo- 
lume. To such persons, it has seemed to the 
author, that a succinct view of the laws which 
regulate the acquisition of wealth, might be of 
material service. Th$ knowledge which would 
thus be acquired, and the habits of generalization 
to which such a study must lead, could scarcely 
.fail to confer some degree of skill in forming 
opinions upon many of those practical questions 
which meet a man at .every moment in the scenes 
of every day life. It is for the benefit of such 
persons that the present work has been prepared 
for the press, and it is in the hope that it may be 
useful to them, that it is now offered to the public 
Brown University^ Oct., 1837. 
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POLITICAL ECONOMY, 



INTRODUCTION. 

DEFINITIONS AND* DIVISION OF THE SUBJECT. 

Political Economy is the science which 
teatches the manrter in which nations and 
individuals acquire wealth. 

Wealth is any thing which is capable of 
gratifying our desires, and of procuring for 
us, by exchange, some other object of grati- 
fication. Some objects are capable of grati- 
fying our desires, but are incapable of pro- 
curing for us any other objects in exchange. 
Such are air, the light of the sun, and, com- 
monly, water. Others are capable, not only 
of gratifying our desires, but, of procuring 
for us other objects in exchange. Such are 
fuel, cloth, salt, wheat, iron, money, &c. 



12 OF VALUE. 

* It is only articles of this latter class that ire 
denominated wealth. * I 

Of Value. That quality in any object 
\ which renders it capable of gratifying our de- 

* sires, is called its value. Thus, the value of 
air consists *in its power to support life ; the 
value of water consists in its capacity to slake 

* our thiret, and in its utility in the seveiral pur- 
poses in the arts ; the valvie of fuel consists 
in its capacity to impart to us warmth, &c. 

When this value is considered simply as a 
capacity to gratify human desire, it is called 
intrinsic value. 

When it is considered as a capacity to pro- 
cure for us something else in exchange, it is 
called exchangeable value. 

Things which are every where abundant, 
and which require no aid from human labor 
-to render them capable of gratifying our de- 
sires, have only intrinsic value. This is tjie 
' case with air, the light of the sun, &c. 

On the other hand, things which derive 

* their power to gratify our desires from humto 
labor, and which are found only in particular 

: places, have always exchangeable value, "i 

The reason why these latter have ex- 
changeable value is evident. If I, by my 
labor, give value to something which had no 
value before, I have a right to the thiiig. in 
which this value resides. And, inasmuch te 
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i - 

I have bestowed my labor upon it, I will not 
part with it for nothing. Hence, if any one 

; wants it, he must offer me in exchange some- 
thing on which he has bestowed a similar 
amount off labor, or else something which I 
could hot otherwise procure, without bestow- 
ing upon it ap equal or a greater amount of 
labor. Thus, if I have spent an hour in 
catching a fish, I will not give it to my 
neighbor for nothing, or for air, or sunlight, 
which I can have for nothing. I will only 

'give it for something which I could not pro- 
cure with less than an hour's labor. And if 
he offer me something which I could procmse 
with half an hour's labor, I shall not ex- 
change, but shall prefer to procure for my- 
self 1 the article which he offers me. 1 
And, hence, we see that when men ex- 
change the products which they have pro- 
cured with each other, they exchange labor 
for labor. Thus, when men exchange silver 
for gold, they give a much larger amount of 

- silver than of gold, because it requires much 
more labor to procure gold than it does to 
procure silver. They giye a much larger 
amount of iron in exchange than of stiver, 
because the labor of procuring silver ismu$h 

\ greater than the labor of procuring iron. / 

, And, hence, we see that when men ex- 
change with each other, the exchangeable 
2 
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Hralae of any thing will be, in general, as <hfe 
tebor which it costs to procure it. Hence; 
the cosioi any thing, or its natural price, is 
the labor which is necessary to produce it. 
*This, however, is liable to accidental and! 
. temporary fluctuation. Sometimes a much' 
forger quantity of a given product is created 
than is wanted. In this case, the owner, ih 
order to induce persons to buy, will offer it 
at a less price than the cost, because he had 
father sell it at a loss, than to lose it alto- 
gether. When, in this case, the supply \s 
'too abundant, the exchangeable value will 
J 4fall. On the other hand, when not enough 
df any given product has been created to sup^ 
*^ply the wants of the community, the buyers, 
rather than be - deprived of it, will overbid 
'each other, and thus will pay more than the 
♦ttatural price. That is, when the demand is 
Unusually great, the exchangeable value will 
ifise. These causes of fluctuation can, how- 
ever, exist but for short periods, and the con- 
■ftfrant tendency of the exchangeable valugof 
Tfcny thing will be towards the cost of the fa 
**ttf>r necessary to create it. 

■t>f Production. Production is the act bjT 
*Which we give to any object its particular 
Value, or its particular capacity to gratify 
iluman desire. Man can neither create riot 
Annihilate any thing; he can only change 
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Inform of that which is created. We cafe, 
not create iron ; but we can extract it from, 
tjje ore, we can then change it into steel j 
we can change a lump of steel into knife- 
blades. Each of these acts, by which a pa** 
ticular value is given to the iron, is called aq» 
ac£ of production. 

The substance, to which any value has- 
thus been given, is called a product 

Capital. The term capital is applied to. 
the material before it has been changed by 
labor into a product ; to the instruments with, 
which this change is effected ; to the means, 
qf subsistence by which the laborer is sup-, 
ported ; and also to the product which results 
from the application of labor to the raw mar 
terial. 

Of Exchange. Every man finds it for hi* 
interest to labor exclusively at one kind of , 
production. Thus, we see that every i3W^ 
bps his own trade or profession. But a man 
wapts a great many other things besides 
those which he produces himself. The shoe- 
maker produces shoes, but he cannot eat, o* 
drink, or clottte himself with shoes. Hence,, 
h$ must exchange his shoes for those arti- 
$}$9 which he needs. Every other man is in 
tto condition of the shoe-maker. And, hence, 
yre see that an immense amount of ex* 
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changes must be made every day, in every 
dyilize v d community. 

Distribution. Not only does every man 
work at a particular trade, it is cpmmbnfyv 
the case that a great many men must labor 
together in order to create a particular pro- - 
duct Every penknife, nay, every pin, gofes 
through the hands of several workmen, and* 
receives a portion of its value from every one 
of them. When the product has been crea- 
ted, every one is entitled to his share of it, 
The principles by which this division of 
the profits is made, is called by political . 
economists, distribution. 

Consumption. Every product, after it has 
been created, is put to some purpose. Some- 
times it is used for the creation of some other 
product ; as wheat, when it has been raised, ; ; 
is used for the purpose of making flouf ; or . 
again it may be used for the simple purpose ; 
of satisfying human desire, as bread, when 
it is eaten, is used to appease our hunger. 
The destruction of values in this manner ig : *, 
called consumption. 

The whole subject of Political Economy; 
may therefore be comprehended under these- > 
four divisions. Part I. Production. Part II wi 
Exchange. Part III. Distribution. Part IT* 
Consumption. ii 
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EXERCISES. 

I. Mention some of the articles of wealth 
Which you possess. 

'8. Take them, one by one, and show 
what desires they gratify. 

3. Do any of them gratify more than one. 
desire? 

4. If so, how many values do they possess ? 

5. What is the difference between the 
value of coal and fire wood ? 

6. Can you enumerate some of the values ' 
of iron ? 

7. Which has the greater number of ya- 
lufes, iron or gold ? 

8. Why has air no exchangeable value ? ' 

9. Has water ever an exchangeable valile ? 
If so, when and why ? 

10. If you had spent a day in making a 
table, why would you not exchange it for a. 
desk that could be made in half a day ? 

II. Why is cotton cheaper than wool, and 
cotton cloth cheaper than linen .cloth ? 

12. Suppose that the natural price of 
wheat were one dollar a bushel, explain the 
circumstances which might make it sell for 
twci dollars, or for seventy-five cents a bushel. 

18j Illustrate the nature of production in 
the cases of the cotton spinner, the weaver, 
2* 
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the calico printer, the farmer, the miller, the 
cabinet maker. 

14. Illustrate the principle which leads 
men to exchange so frequently with each 
other. Take a dozen men of different trades, 
and show how they would do without ex- 
changing, and how they would be benefited 
by it. 

15. What do we call that class of men! 
who employ themselves entirely in making 
exchanges for other people ? 

16. Suppose that ten men and five boys 
should make together fifty yards of broad- 
cloth, would they share the profit equally ? 

17. Can you state the principle by which 
the profits should be divided among them?; 

18. What becomes of all the wealth thpt 
is produced by the labor of man m a single 
year? j 

19. How many ways are there of using 
it ? Can you illustrate them ? 






PART I. 



PRODUCTION. 

Production is the act by which we confex 
upon any object a value which it did not 
possess before, or, it is the application of la- 
bor to capital for the creation of a product. 
In discussing it, it will be necessary to treat, 
: 1st, of Capital; 2d, of Labor; 3d, of the laws 
by which the application of labor to capital 
is regulated. . 

CHAPTER I. 

OF CAPITAL. 

Capital is the material which is to be 
united with industry for the creation of a 
product, or the instruments which are used in 
the act of production, or the necessaries and 
conveniences by which the health of the 
laborer is sustained. Sometimes the laborer 
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finds the material in its native state, as ths 
miner finds the ore or the coal in its native u 
bed ; most commonly, however, he receives 
it from some one who has already confeiretJnt? 
upon it some value ; and it is his occupation- 
to confer upon it another. :o;> 

The forms of capital are as various as the- u 
different occupations of men. The material <, 
of the farmer is seed, manure, animals, &c; ; - 
that of the manufacturer cotton, wool, iron, .. 
leather, &c. ; and that of the merchant the 
various substances in which he traffics. 

The instruments with which these pjo-> :• 
ducers labor, are very various. The farmer* . 
uses ploughs, harrows and carts ; the manur ; 
facturer, saws, hammers, spinning and weav,- ,, i 
ing machines ; and the merchant, ships,: , 
boats, locomotives, &c. : ( i , 

Besides these, all men require for theifc 
sustenance food, clothing, shelter and the< vv 
various conveniences of life. Viewed in this^ t/ 
light, all capital may be included under one :: • 
or the other of the$e classes. >.., r 

Changes of Capital Inasmuch as the ^ t 
labor of men is so universally employed i# 
Changing capital having one form of valu^ q 
to capital having another form of value, cap^ < 
ital must be incessantly undergoing changes!^ 
It i$ no matter how many changes it under^* V{> 
goes, if its value be by every change sufi^- v 
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cieitilylncreased to pay for the labor which 
it cost to effect it. 

increase of Capital, If a given material 
undergo a change by which its value is in-v 
cre&sed, then, there is an increase of capital, 
equal to the difference between its former and 
its ^present value. I say equal to the differ- 
ence, because, in the creation of one value, 
another value is always destroyed, and we 
are benefited therefore only by the superior 
amount of value which we possess over that 
which we have consumed to produce it. Thus 
the farmer consumes seed, manure, labor, sus- 
tenance, in the production of a crop. He has 
changed one kind of capital for another, and 
he is enriched by as much as his crop is of 
greater value than all that it cost him to pro- 
duce it. 

Capital which is undergoing change by 
which its value is increased, or which is 
yielding ati annual income, is called produo 
tive capital That which is lying idle,, and 
neither producing any thing nor increasing 
in value, is called unproductive capital. 

Money forms a small but very important 
part of the capital of all civilized nations. 
Thfc use of money is to enable us the more 
easily to make exchanges with each other. 
That it forms but a small part of the capital 
of a country, is evident from the factj that a 
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very small pari of the wealth of any indii&ifc 
ual consists of money. What is true .of afy 
the separate individuals of a community, must 
be true ofthe whole community, collectively 

Of fixed and circulating capital Thafc 
capital from which the owner derives profit 
by changing its form or place, is called ci** 
culating capital ; while the various instwn 
ments which he .uses to produce this change*; 
and frpm the use of which he derives profit* 
axe fixed capital. Thus the wheat and the. 
manures of the fanner, the wool and raw cot*, 
ton of the manufacturer, are their circulating 
capital ; the ploughs, harrows, barn and land; 
of the one, the machinery and buildings o$ 
the other, are their fixed capital. 

There is a constant tendency in a prosper 
ous condition of society, to change circulating 
into fixed capital. The farmer sells his wheat,. 
and with the produce buys more land and 
'better tools, or erects better fences and bams. 
The • manufacturer with his profits of thifc, 
year, enlarges his manufactory, and thus, jufc 
the progress of society, vast sums are annuw 
ally invested in roads, canals, manufactories . 
and various means of practical improvement 

The beneficial result of this tendency ifc 
easily seen. Fixed capital is but slowly co»n 
samed, and hence the wealth of each gene- • 
ration is transmitted to the next ; and, year* 
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After year, a* country becomes better and bet- 
ter provided with the means for furnishing 
itself with all the conveniences of life. The 
superior conveniences which we enjoy in this 
<5buntry, over those enjoyed by the Indians 
who formerly occupied it, are owing, entirely, 
to the amount of fixed capital which covers 
the soil. It is thus that the results of the 
industry of men are transmitted to their pos- 
terity ; and, that the men of any one age are 
enabled to reap advantage from the skill and 
good conduct of the men of all ages who^ 
'have gone before them. 

• EXERCISES. 

1. Give examples of production in several 
of the trades. 

. 2. In how many senses is the word capita] 
used ? 

• 3. Give an illustration of each of them. 
'4. Take the instances of a carpenter, a 

shoe-maker, a tanner, a rail-road proprietor, 
and show what part of the capital of each 
belongs to material, and what part to in- 
sfruments. 

• -1k What changes of capital does the lea- 
tiler undergo, of which a pair of shoes is 
m&de? 

6. What changes of capital does the cloth 
ttfid&go, of which a coat is made ? 



24 ^ EXERCISES. 

7. Illustrate the nature of increase of capi- 
tal in the course of these several changes. 

8. Give instances of productive and of un- 
productive capital. 

9. Suppose capital to be entirely unpro- 
ductive, what is it worth ? 

10. What proportion of your property 
consists \n money ? 

11. Illustrate the difference between fixed 
and circulating capital. 

12. What is the benefit of the increase of 
fixed capital ? 

13. In what respect is an old preferable to 
a new country ? 



CHAPTER IL 

OF INDUSTRY. 

Section I. 

Of the Nature, and the different Kinds of 
Human Industry. 

Industry is human exertion of any kind,, 
employed for the creation of value. 

If we consider the different kinds of value, 
which it is in the power of man jto create, 
we shall see that human, industry may be 
employed in three different ways. 
' 1. The farmer plants seed, and, in the 
process of vegetation, the air, and sunlight, 
and water, and earth, and manure, are chan- 
ged into wheat. That is, the elementary par- 
ticles of these substances assume a different 
form. The case is the same with the che- 
mist and with many other producers. In all 
such cases, the industry is said to change 
the elementary form of matter. 

2. The blacksmith merely changes the 
shape of a bar of iron into horse shoes, nails, 
hinges, &c. ; the carpenter changes the shape 
3 



ZO OBJECTS OF HUMAN INDUSTRY. 

of a board into the shape of a table, the 
cotton spinner changes the raw cotton int? 
thread, &c. This kind of industry is said to 
change the aggregate form of matter. 

3. The sailor changes neither the element 
tary nor the aggregate form. He delivers 
the goods just as he received them, but he 
removes them from, one place to another* 
The same remark applies to the teamster, 
the rail-road proprietor and many others. In 
this case, industry is said to change the place 
of matter. 

The ultimate design of all human indus- 
try, employed in production, is.to effect either 
one or the other of these results. They are 
frequently denominated agricultural, manu- 
facturing and commercial industry. It is 
rarely, however,, the case, that a man in car- 
rying on any trade, does not perform some 
labor belonging to more than one of them* 
His calling is, nevertheless, designated by the 
ultimate object which he intends to accom- 
plish. " 

It is evident that every one of these kinds 
of labor is absolutely necessary in order tg 
promote the convenience and happiness o£ 
man ; and, also, that neither one could pros- 
per without the aid of the others. Wors 
there no agricultural labor, every boidy woul4 
starve. Were there no manufacturing labors 
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every body would be frozen. Were there no 
labor employed in transporting commodities 
from place to place, no one could enjoy any 
convenience except what he had produced 
himself ; that is, though with great industry 
and suffering a few persons might live, yet 
they would be but few, and these few would 
be miserably poor. Hence, we see how un- 
wise it is for any jealousy to exist between 
the farmer, the mechanic, and the merchant. 
All are equally necessary to each one, and 
each one is necessary to both the others. 

But some men are neither mechanics, nor 
farmers, nor merchants ; they ax$ students, 
oif philosophers, or lawyers, or physicians, or 
clergymen. It may very reasonably be asked, 
Of what use are such men. They neither 
raise the food which we eat, nor make the 
carriages, nor ships in which our property is 
transported ; nor manufacture the clothing 
that we wear. Of what use are such men to 
a/community, ajid why could we not as well 
do without them ? 

• In order to answer these questions, it will 
be necessary to take another* view of the 
subject. 

'• Observe, for instance, a ship. • A ship car- 

. fcenter builds a ship. But how does he know 

bow to build it ? It is built better, will sail 

fester, and is incomparably more commodi- 
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ous, than ships in the time of Alexander 01$ 
Julius Caesar. Every one who will reflect; 
will say because we know better how to build 
ships than they did then. But how have i**; 
come to know better ? Because some persona 
have studied the art of ship building, and 
have found out what form of vessels is best 
adapted to going through the water, and 
what form is strongest and least liable to be 
injured by the storms and tempests. The 
man who studied this subject, and thus gave 
rules for ship building, did more to promote 
commerce, than all the mere ship builders 
that ever lived. He certainly was not a use- 
less member of the community, though per** 
haps lie never drove a nail, or lifted a broad- 
axe in his life. 

Again, suppose the ship to be built and, 
about to be sent to the East Indies ; she must 
sail, for months together, without coming 
within sight of land. How are we to learn 
in what manner to direct her course ? You ; 
will say, by a knowledge of navigation,; 
True ; but how have men learnt the science, 
of navigation? Why, from learned men, whd. 
have studied astronomy and mathematics,. 
and have taught us the rules by which We. 
may ascertain our place, in any part of tfah 
globe, either on land or water. The men who 
taught us these rules, were not useless mem— 
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bSrsof the community, though they had sat 
m their studies every day of their lives. 

* Or, take a steam engine. How does a man 
know how to construct a steam engine ? You 
will say, because Watt, or Fulton, or some 
one else, invented it. Then these inventors 
were certainly not useless. On the contrary, 
we consider them to have been great public 
benefaqtors. But how did Watt or Pulton 
come to invent a steam engine ? We answer, 
because some one else had discovered the 
laws of steam, and these men then taught us 
how to use these laws for our advantage ; 
that i§, they invented the engine. This some 
one e&e, who discovered the laws of steam, 
was not useless, since had he not discovered 
the law, no one would have been able to in- 
vent the machine. 

> Hence, we see that men may be industri- 
ous in three ways. First, they may discover 
the laws of nature, as Franklin, Sir Hum- 
phrey Davy, the Marquis of Worcester, New- 
comen, &c. Secohdly, they may invent in- 
struments by which we may avail ourselves 
of these laws, or teach us the rules by which 
wfe may know how to benefit ourselves; 
and, thirdly, they may perform the operation 
necessary to production. 

To the first class belong philosophers, 
statesmen, spid discoverers of every kind. 
3* 
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Such were Sir Isaac Newton, Franklin, Sir' 
Humphrey Davy, and many others. 

To the second class belong all inventors 
of machines, such as Watt, Pulton, Whitney, 
and others. 

To the same class belong professional men. 
Thus, the lawyer teaches how, by means of 
the civil law, to maintain our rights and ob- 
tain redress for our grievances. The physi- 
cian teaches us how to obey the laws of our 
constitution, so as to presferve or to restore 
our health. The clergyman teaches us how 
to obey the moral laws of God, so as to se- 
cure both our present and future happiness. 

To the third class belong the persons who 
labor, in the several trades and manual opera- 
tions ; such are the farmer, the mechanic, the 
manufacturer, and the merchant. 

Now, all these are necessary to the welfare 
of society, and no society exists in a state x>f 
civilization, in which they are not all to be 
found. There is no reason why one class 
should be jealous of the other; for, were 
either class to be abolished, both the others- 
would be greatly injured ; and the happiness 
and comfort of society would be greatly di- 
minished. 

' Hence, we see that if a man is only indus- 
triously directing his efforts to accomplish 
either one of these objects, he is a benefit to 
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hid country. He only is to be stigmatized as 
useless, who is allowing his faculties to lie 
idle, and is doing nothing to,benefit his fellow- 
men in either of these respects. And, also, 
we see that if laborers in the first two classes 
of industry do really benefit their fellow- 
men, there" is no reason why they should not 
be paid for it, as well As any other persons. 

EXERCISES. 

1. To which class of industrious persons 
does an ink-maker belong ? Why*? To 
which does a farmer belong ? 

2. To which class does a chair-maker, a 
shoe-maker, a cutler belong ? Why ? 

3. To what class does a stage-driver be- 
long ? Why? 

4. Give examples, from your own obser- 
vation, of these three classes of industry. 

5. If a farmer raise wheat, and carry it 
to market, how many kinds of industry does 
he perform ? 

6. Suppose a miller grind wheat, and carry 
it to market, how many kinds of industry 
does he perform ? 

7. If a baker make bread, and carry it 
round to his customers, how many kinds of 
industry does he perform ? 

8. Suppose a country had no roads, would 
it be an advantage or a disadvantage to the 
farmer and mechanic ? Why ? 
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9. Suppose there be raised only a scanty 
harvest, is it an advantage or a disadvantage ; 
to the wagoner ai|d sailor ? Why ? 

10. Of what use are philosophers and sttt* 
dents to farmers, to gardeners, to blacksmiths, 
to cotton-spinners, to rail-road makers ? 

11. Of what use are lawyers to you and 
me ? 

12. Of what use are clergymen to the 
community ? 

13. Franklin discovered that the lightning 
was thfe same as the electrical fluid. Of what 
use was this ? 

14 Sir Humphrey Davy discovered that 
inflammable air could not be set on fire, if 
surrounded by wire gauze. Of what use 
was this discovery ? 

15. Hadley invented an instrument by 
which a mariner may, at any time that he 
can see the sun, determine his place on the 
earth. Of what use was this to the world ? 

16. Whitney invented an instrument, . 
called the cotton gin, by which one jferson . 
can clean from the seed as many pounds of 
cotton as fifty persons could before. Of what 
use is this to cotton growers, to cotton man- ' 
ufacturers, and to those that wear cotton 
doth ? ' 

17. If a clergyman persuade the people in 
a village to become temperate, honest, indus- 
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trious and frugal, who were before intem- 
perate, dishonest, lazy and prodigal, is this of 
any economical benefit to the community ? 
In what respect ? 

.J.8. Which is of the most extensive be- 
nefit to a community ; he who discovers a 
tew of nature, or invents a machine, or he 
who performs the operation, after the way of 
% performing it has been made known ? 



Section II. 

Of the Increase of the Productiveness of 
Human Industry by* the Means of Nat* 
* ural Agents. 

By the productiveness of human industry, 
we mean the amount of product, which a 
human being, in a given time, can create. 
Thus, if a farmer by one day's labor can raise 
one bushel of wheat, the productiveness of 
his labor is equal to one bushel ; if he can, 
with the same labor, raise two bushels, the 
productiveness of his labor is equal to two 
bushels. If a cotton spinner can spin one 
pound of cotton in a day, this is the amount 
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of the productiveness of his labor. If he cab 
spin ten: pounds, this is the amount of it. 

Now, it is evident, that the greater the 
productiveness of labor, the better is it for 
the industrious person and for all his neigh- 
bors. Every one knows that it is better for a 
farmer to own rich than to own poor land, be- 
cause, with a year's labor on the one, he can 
obtain a much larger crop than on the other. 
It is, moreover, better for him that his neigh- 
bors, also, should have rich than poor land, 
because, the richer their land, the larger 
quantity of their products will they be able 
to give him in exchange for his products. 
But the only difference between rich and 
poor land is, that rich land renders industry 
more productive than poor land. 

The case is the same with the other modes 
" of industry. He who spins with his fingers, 
without any machine, labors very unproduc- 
tively ; that is, in a day, he can create but a 
very small product. He who labors with a 
spinning-wheel, labors much more produc- 
tively ; that is, with a day's labor, he can 
create a much larger amount of product. 
And he who uses a still better machine, called* 
a spinning-jenny, labors yet more produc- ! 
tively ; that is, in a day he can create twenty, 
or a hundred times as much product as he 
could with a spinning-wheel. In every cases 
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as the productiveness of labor increases, both 
the laborer and the community are benefited, 

just as a farmer would be benefited by ex- 
changing a poor soil for a rich one. In both 
cases, the benefit is the same ; that is, with a 
given amount of labor he creates a larger 
amount of product ; he receives better wages 
for his labor, and, at the same time, the com- 
munity obtains his product at a cheaper Tate. 
And, hence it is, that mankind have been, 
from the earliest ages, endeavoring to invent 
means by which the productiveness of human 
labor may be increased. And the condition 
of mankind is improved, from time to time, 
just in proportion as these endeavors have 
been made successfully. Every one knows 
how much the comforts of an industrious me- 
chanic, in this country, exceed those of an 
Indian on our frontiers. And the difference is 
owing to the fact, that the labor of the one is 
so muck more productive than that of the other. 

.Now there are two ways in which the pro- 
ductiveness, of human industry may be in- 
creased ; these are, First, the use of natural 
agents, and, Secondly, division of labor. 
Tjke remainder of this section will be occu- 
pied with an explanation of the nature and 
-use. of natural agents. 

] A natural agent is, as its name imports, an 
agent of nature, or any quality of things which 
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we are able to use in order to accomplish our 
purposes. Thus, it is of the nature of wood, 
when set on fire, to give off heat ; and heat is 
the natural agent which we use for the pur- 
- pose of cooking our food. It is ofrthe nature 
of steam, when heated, to expand, and when 
suddenly cooled, to contract ; and hence 
steam is the natural agent, by whose alter- 
nate expansion and contraction, we create the 
force which we need to propel boats or ma- 
chinery. So it is of the nature of water, 
when falling down from an elevation, to ac- 
quire a very considerable force ; this force is 
the natural agent which we use to turn the 
wheel of a mill. So, the peculiar quality of 
the magnet is a natural agent. The various 
qualities of medicinal herbs are also natural 
agents, though used for a different purpose 
from those mentioned above. 

A tool or a machine, is any instrument by 
which we are enabled to avail ourselves of 
the qualities of natural agents. Thus, an 
axe is an instrument, by means of which, we 
make use of the cutting power of iron. A 
steam engine is an instrument, by which we 
make use of the expansive and contractile 
quality of steam. • 

In Political Economy, the principal use of 
natural agents is either to create or to use 
power, or force, or, as we sometimes call it, 
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momentum. Thus, if a man wishes to row 
a boat, or chop wood with an axe, he must 
have strength or power with which to do it. 
The more strength or power he has. the more 
work he can do. Thus, a man can do mdre 
work than a boy, because he has more 
strength, or power, or force, to do it with. Now 
natural agents are capable of 'exerting this 
power, and by means of machinery, we can 
direct the manner in which it shall be exerted. 

The natural agents which we use for this 
purpose are of two kinds, animate and in- 
animate. 

Animate natural agents are beasts of bur- 
den and draft, as the ox, the horse, the ass, 
the camel, the elephant, &c. 

That these very greatly increase the pro- 
ductiveness of human labor is evident. Every 
one knows how much more land a farmer 
can cultivate by means of a pair of oxen, 
than he could by his own unassisted strength, 
and Jjow much more wheat a man can trans- 
port from one place to another with a wagon* 
and horse, than he could carry on his back. 
. The inanimate natural agents are, as we 
have said, the various qualities and powers 
vpf things, by which we are enabled to ac- 
, , cpmplish our purposes. The most important 
• pf these are gunpowder, wind, falling water 
and steam. 
4 
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Gunpowder is used in war, in hunting, 
and in the blasting of rocks. For the latte* 
purpose it is very valuable in the construc- 
tion of canals, rail-roads, &c* 

Wind is used as a stationary agent in the 
common wind-mill ; and as a locomotive agent 
in the propelling of vessels on the water. It 
is cheap, and for some purposes very valuable^ 

Falling water is used, very extensively, as 
a stationary agent in almost all works where 
great power is required. Almost all our nails 
are made, our wheat is" ground, and much of 
our cotton is spun and woven by water. 

Stea m, however, is now used the most ex- 
tensively for the various purposes of the arts, 
,as it possesses many advantages over every 
other agent. It is capable of exerting any 
degree of force, from the least to the great- 
est ; it may be used as a stationary or a lo- 
comotive power, it may be used on land or 
on water, and it may be placed perfectly 
under human control. Its only disadvantage 
if, its expensiveness. Steam is now us8d to 
spin the finest thread and the stoutest cable, 
to weave muslins and to hammer anchors, to 
propel the largest vessels on our rivers and 
qn the ocean, to draw our carriages, to' saw 
and plane our boards, and, in fact, to accom- 
plish almost all the purposes which require 
either great or unremitted force. 
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■'..' Inanimate agents are, in general, prefera- 
ble to animate agents, in most of the purposes 
for which power is required. The reason bf 
this will be easily seen. For instance : — 

1. They are cheaper. A steam engine of 
100 horse power will cost less than the horses 
necessary to* do the labor which it performs, 
and will cost much less to keep it at work. 

2. They labor vntkout cessation, while 
animals require much time for rest and re^ 
freshment. 

3. They are safer. They have no pas- 
sions, and hence may be governed by fixed 
and certain laws. A steam locomotive is 
neither liable to ran away nor be frightened* 

4. We can use thpm without the infliction 
of pain, while animals frequently, of neces- 
sity, suffer in consequence of hard labor or 
rapid driving. 

5. They are capable of much more rapid 
action ; hence, there is a great economy of 
human time.* 

But this is not all. Men are able, not only 
by the above means, to create force ; they 
are also able to devise machines by which the 

\ * The subject of natural agents is treated in a very 
amusing and instructive manner in the story of " The 
Three Giants," in " John Hopkins' Notions on Political 
Economy," a work to which I would refer the reader 
for much valuable information. 
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force thus created may be applied. Thua^ 
after a steam boiler and cylinder have . been 
constructed, we are able to create a force by 
means of steam ; but we still need levers, 
and wheels, and cranks^ in order to enable us 
to use it. When we have trained horses to 
draw, we still need wagons to enable them to 
draw with. All these machines, by which 
force is directed, are the various modifications 
of what are called, in philosophy, the me* 
chanical powers. And, by means of them, 
we are enabled to wield the force which we 
have created, in any manner that we choose, 
Besides these agents for the creation of 
force, there are various other qualities of 
things which are of very great use in the pur* 
poses of human life. Thus, for instance, 
gorfieof the metals when heated readily melt, 
and, if in this state they are poured into a 
mould, they retain the shape of the mould 
with perfect precision. In this manner, much 
human labor is saved, or a given amount of 
labor is rendered much more productive. 
Were it not for this quality of type-metal, 
every type must be cut by the hand. This 
would render types and books very expensive* : 
But, now, we have only to cut a mould into 
the form that we wish, and, if the melted: 
metal be poured into ; it, the type is formed 
by cooling, into the precisely corresponding. 
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figure. In this manner, a single workman 
can make several hundred types in an hour. 
There are various other qualities of things 
which we use, in like manner, but their num- 
ber is so great that we have no room here 16 
describe them. By reflection, every person 
may easily furnish himself with as many 
examples as he pleases. 

EXERCISES. 

1. Give examples of your own, of the 
manner in wnich the productiveness of hu- ' 
man industry is increased. » 

2. What is the condition of mankind when 
their labor is very unproductive ? 

3. Did you ever see such men ? Do they ' 
grow rich or poor ? 

4. Was labor more or. less productive five 
hundred years ago than now ? , * 

5. What consequences have ensued from 
the increased productiveness of labor ? \ 

6. Illustrate, from an example of your ' 
own, the use of natural agents. 

7. Mention some of the purposes to which 
the natural agent, heat, is applied. 

8. Mention some of the purposes to which 
the natural agent, water, is applied. 

9. Mention some of the uses of the natu- \ 

ral agent, iron, 
4» 
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10. What natural agents do we use in 
navigating a ship ? 

11. Explain the manner in which the use 
of horses and oxen increases the productive* 
ness of human industry. 

12. Which is the most valuable of the ani- 
mals winch men use for labor ? 

13. Are there any other animals besides 
those mentioned in the text, by means of tha 
powers or dispositions of which, man accom- 
plishes his purposes ? 

14. In what circumstances is wind most 
valuable as an agent, on land 2# 

15. Which agent is preferable for pro- 
pelling vessels on water, steam or wind ? 
Why? 

16. How is gunpowder useful in making a 
rail-road ? 

17. Which is the better situated for man- 
ufactures, a hilly or a flat country ? Why ? 

18. Which is preferable as a source of, 
power, steam or falling water ? 

19. What advantages has a steam car ovej; 
a stage coach ? 

20. In a common grist mill, what part of 
the machinery is designed to create, and 
what part to direct the power ? , 

21. Mention some of the other qualities 
of things which are used to increase the pro? 
ductiveness of human labor. 
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' 2& What quality of the magnet do we 
use in the mariner's compass ? 

23* What quality of the lens do we use in 
the common burning-glass ? 

24. What quality of iron do we use in 3 
common tea-kettle ? 

25. What useful qualities are possessed 
by gypsum, or as it is commonly called, plas- 
ter of Paris ? 

26. H9W does this increase the produc- 
tiveness of human labor ? 



Section III. 

Of Division of Labor. 

In the preceding sections, we have seen 
that the productiveness of human labor may 
be greatly increased, first, by discovering the 
various qualities of things, or, specially, those 
qualities by which we Eire capable of creating 
force ; and, secondly, by those various con- 
trivances, by which the force thus created 
may be directed and applied. We have one 
other source of increased productiveness yet 
to consider ; it is division of labor, and its 
results are, in many cases, as striking as any 
that have been noticed. 
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Division of labor, in general, means em- ' 
ploying one individual upon one kind of la* 
bor, instead of employing the same individual '■> 
upon several kinds of labor. If we reflect, / 
we shall see that this circumstance forms one \ 
of the great differences between savage and 
civilized nations. A savage does for himself 
whatever he requires to have done. He is ' 
his own philosopher, inventor and operative, ) 
his own farmer, butcher, baker, shoemaker, 
tailor, carpenter, &c. And the result is, that . 
he is ignorant, hungry, shelterless, almost l 
naked ; and that he continues, age after age, 
without making any improvement. On the 
contrary, civilized men divide these various * 
bccupations, so that one man labors wholly in » 
one, and another man labors wholly in ano- 
ther employment. And the result is, that * 
civilized men, without laboring more than ' 
savages, easily obtain convenient shelter, clo- - 
thing, food, and all the necessaries of life. 

But still more. Every one who observer? 
any mechanical process, observes that it con- 
sists of several parts. For instance, in order 
to make a knife, the blade must be formed > 
and then polished, the handle must be formed * 
in several pieces, the rivets must be made to i 
connect these several pieces together ; and. * 
after these several pieces have been f6rmed t 
and prepared for each other, they must be: 
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mated together into a knife. Now, what is 
commonly called division of labor, in Politi- 
cal Economy, consists in so apportioning this 
work, that one person shall labor at only one 
part of any process. 

The division of labor, in this manner, is 
found to have a much greater effect upon the 
productiveness of human industry, than could 
possibly have been supposed. Every man 
who labors at a trade, adopts this plan in 
part. If a cabinet maker have a dozen ta- 
bles to make, he will make all the legs of all 
the tables at once, then all the covers, &c.,< 
and when all have been prepared, he will put 
them all together. And if several men were 
to unite and make nothing but tables, and 
each one perform but one part of the labor, 
they could make a great many more tables 
in a given time? than if each one made a 
whole table. 

The reasons for this increased productive- 
ness are several. 

1. It saves the loss of time and skill which 
must result from frequently passing from one 
occupation to another. After a man has la- 
bored for some time at one thing, he is said 
to have " got his hand in," and he performs 
the operation with ease and skill. If he turns 
taa different occupation, " his hand is out," 
and he cannot perform it so well. Hence, 
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all the time consumed in&cauiring the habit 
is lost. 

2. When a variety of operations is to tm 
performed by the same individual, he must 
frequently adjust his tools, or pass from the 
use of one kind of tools to the use of another. 
This creates a great waste of time. v By per- 
forming the same operation continuously, the 
same tools with the same adjustment will 
answer the same purpose perpetually. This 
is specially the case where the adjustment of 
tools requires not only time but expense, as, 
for instance, in the use of the blacksmith's 
furnace. If the smith heat it, and leave it 
for the purpose of doing some other work, 
all the fiiel consumed after he leaves it, as 
well as that necessary to bring it again to 
its proper temperature, is lost. 

3. When men confine themselves v to a 
single operation, they acquire a degree of 
dexterity which could be acquired in no other 
manner. A man who only occasionally 
makes nails, will make but eight hundred or 
a thousand in a day ; while a boy who has 
never done any thing else, will make upwards 
of two thousand three hundred in a day. 

4. Division of labor suggests the invention 
of tools and machines, by which labor may 
be rendered still more productive. As soon 
a» an operation is analyzed into its simple 
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processes, it is comparatively easy to contrive 
some way in which to perform either one or 
all of these processes by a machine. It would 
have required great skill to construct a ma- 
chine for making nails before the process was 
ajiaiyzed ; but let it be divided into rolling, 
cutting and heading, and it is comparatively 
easy to construct instruments by which each 
of these processes may be accomplished. 

5. There is great diversity in the talent 
required for performing the various parts of a 
process. Some parts of the operation require 
great dexterity, and a long course of educa- 
tion ; others can be performed by women, 
and even by children, with very little train- 
ing. Some require labor worth two or three 
dollars a day ; and others can be executed by 
labor worth no more than twenty-five cents 
per day. Now, without division of labor, all 
the processes must be performed by labor at 
the highest price. By division of labor, the 
manufacturer can employ just the amount 
and just the kind of labor that he needs. 
This greatly reduces the cost of production. 

The effect of all this is seen in the very 
low price at which almost all the articles of 
general use may be obtained. For instance, 
suppose a lady wanted a dozen needles, and 
she should apply to a jeweller, or other work- 
man to make them for her, they would cost, 
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probably, from twelve to twenty-five cents 
a piece, and would then be very clumsily 
made. » But we are able to import from a 
place 3000 miles off, needles, at, I • believe, 
four for a cent ; and this includes the price 
paid to the manufacturer, the profit of the 
merchant at Liverpool, the cost of transpor- 
tation, the profit paid to the merchant in 
New York, and also the profit paid to the 
retail merchant here. This prodigious re- 
duction of price is almost entirely owing to 
division of labor. 

1. But to this division of labor there is a 
natural limit. This limit depends upon se- 
veral circumstances. For instance, a given 
process consists of no more than a certain 
number of operations. When it has been di- 
vided into as many parts as there are pro- 
cesses, and one part is assigned to each indi- 
vidual, this is as far as division of labor can 
go. There would be no economy in any 
farther division. 

2. Again, the practicability of division of 
labor depends upon the capital of an indi- 
vidual or of a country. 

A man must have accumulated some con- 
siderable amount of capital before he can 
carry on division of labor in any occupation. 
For instance, suppose that the division re- 
quires the labor of ten men, he must have 
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-materials and tools sufficient to employ them 
all. • Nor is this all. Suppose that it take 
' ten days to finish his product, he must have 
.* material sufficient to employ these ten men 
during all this time, before he receives any 
thing in return for that product. And, if it 
take a fortnight more, before he is able to 
sell his goods and obtain a fresh stock of ma- 
terial, he must have a capital sufficient to 
employ them during this time also. It is for 
this reason that manufactures do not com- 
mence with the first settlement of a country, 
but they must always be delayed until capi- 
tal accumulates, before they can be success- 
fully established. 

3. Division df labor can only be carried 
on where there is sufficient demand for a 
■ product to consume it as fast as it is manu- 
factured. If, while it would take ten men 
to manufacture pins by division of .labor, 
•• only so many pins could be sold as could be 
made by one man, the labor could not be di- 
; tided. This, however, depends upon seve- 
ral other circumstances. For instance, 

The demand depends upon the number 

and the wealth of a community. There is a 

r larger demand for hats in a town often thou- 

f fcand inhabitants, than in a village of one 

'hundred inhabitants. There is a greater de- 

\ tnand for hats among a thousand rich men, 

5 
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than among a thousand beggars. This is 
another reason why division of labor and 
manufactures naturally increases with the 
growth, and age, and wealth of any country. 

And hence we see why roads, canals and 
rail-roads axe so beneficial to the industry of 
a country. By reducing the cost of trans* 
portation, they render the price of any com- 
modity as low at one hundred miles distance, 
as it- frequently was before at ten miles dis- 
tance from the place of its manufacture. 
Hence, they increase the number of consu- 
mers, and, by thus increasing the demand, 
render practicable the division of labor in 
cases where, before, it was impracticable. 

Again, it is evident that demand must be 
greatly affected by the cost of the article 
manufactured. Costly articles are purchased 
only by the rich., But the rich are only a 
small part of the community. Hence, the de- 
mand for such articles is but small. It is those 
articles which every one wants, and which 
every one can buy, that create such a de 
mand as will enable them to be made at the 
cheapest possible rate. Hence., we see that 
division of labor, and the reduction of price 
which it occasions, benefits the poor mu<?h 
more than it does the rich. I do not suppose. 
that jewelry, trinkets, rich laces, are much, 
if at all, cheaper than they were twenty «w 
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thirty years ago ; while cotton cloth, hard- 
ware, woollen goods, and all the manufac- 
tured necessaries of life, have fallen in price 
from one half to three fourths. This is an im- 
mense benefit to those of us who are obliged* 
to spend our money for necessaries and com-, 
forts, and have none to spend for trinkets. 

There is one branch of division of labor 
which yet remains to be considered. It is 
geographical division of labor. Every body 
knows that oranges, cotton, coffee and rice 
will not grow in northern latitudes, and that 
wheat, and wool, and flax, and hemp, and 
various other necessaries of life, will not 
grow at the south. Some districts produce 
coal, others produce salt ; some possess beds 
of iron, others of copper ore ; some countries 
are level and .adapted to tillage, others are 
mountainous and adapted to grazing ; some 
are furnished with all the, means for the es- 
tablishment of manufactures, others are suit- 
ed only to agriculture. Now, this being the 
case, it is manifestly the intention of the Cre- 
ator, that each district should improve to the 
Utmost those advantages which have been 
bestowed upon it, and*procure by exchange 
with other countries those articles which 
they are better adapted to supply. Cuba will 
be supplied with wheat, and New York with 
coffee, at a much cheaper rate, if each coun- 
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try devotes itself to raising that for which it 
has peculiar advantages, than if both coun- 
tries undertook to raise for themselves both 
wheat and coffee. And the design of the 
Creator in this arrangement is manifest. He 
intends thus to cultivate friendly intercourse, 
between nations as well as between indivi- 
duals, and thus to rendei* them happy and 
prosperous, just in proportion as they recipro- 
cally benefit each other. 



EXERCISES. 

1. Explain, in your own language, what 
you mean by division of labor. 

2. Give an example of the division of la- 
bor into labor of discovery, invention, and 
operation. 

3. Mention some of the trades among 
which that labor is divided, which x is neces- 
sary to produce a pair of shoes. 

4. Mention some of the trades among 
which that labor is divided, which is neces- 
sary to produce a coat. 

5. Can you divide the labor of making a 
common cut nail into its several parts ? . 

6. Divide the labor of making a pin into 
its several parts. 

7. Suppose you were employed to make 
fifty chairs ; if you performed all the work 
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yourself, how would you arrange it, so as to 
economise your time and labor in the great- 
est degree ? 

8. Suppose you could sell as many chairs 
as you could make, and you employed twenty 
workmen, how would you arrange their la- 
bor so as to economise it most perfectly ? 

9. Could you sell five hundred chairs 
cheaper if they were all of one pattern, than 
if they were of ten different patterns ? What 
would be the reasons of the difference ? 

10. What is the reason that we are obliged 
to pay at a higher rate for a single table than 
for a hundred tables ? 

' 11. What is the reason that children be- 
come so dexterous in the performance of the 
several operations in manufactories ? 

12. Explain the reason why it is econom- 
ical to employ so many women and children 
in manufactories. 

13. What would be the price of a pen- 
knife, if you were to have one made by a 
workman here ? What is the price, if you 
buy one made in Sheffield ? What makes 
this difference ?• Explain the various circum- 
stances on which it depends. 

! 14. Which is the preferable situation for 
manufactures, New England or the Western 
States ? Explain the reason. 

, 15. Which is most favorably situated in 

» 5* 
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general for manufactures, Great Britain or 
the United States? Explain the reason. 

16. What kind of manufactures would 
naturally be introduced first into a country ? 
Why? 

17. Explain, from some case that you aite 
acquainted with, the advantages of employ- 
ing one person exclusively to perform one 
operation. 

18. Explain the advantages arising in the, 
v manufacture of cotton from the division of 

labor, so far as you understand it ; or in any 
other branch of manufactures. 

19. Suppose there were a waterfall in a 
town, and cotton could be manufactured 
there as cheap as at any other placp, but the 
cost of transportation, owing to tb~. badness 
of the roads, was so great, that the price was 
doubled by the time it was brought to .mar- 
ket. How would such a town best promote 
its own prosperity ? 

20. Who are the most benefited by im- 
provements in production, the rich or the 
poor? 

* 21. Explain the reason why it is evident 
that God intends every country to devote 
itself principally to raising some peculiar 
product. 

22. Of what advantage is the Erie canal 
to the manufacturers of New England ? 
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Section IV. 

Of the Benefits of increased Productiveness 
of Labor. 

The object of lal$>r, as every one knows, 
is to procure the means of happiness. A far- 
mer labors. to produce wheat, rye, fruits, &c. ; 
a cotton manufacturer to produce clothing, 
and a shoe -maker to produce shoes, and so 
of any other case. 

Now, the greater the productiveness of la- 
bor, the greater are the means of happiness 
which the individual, by a given amount of 
labor, produces. If a farmer expend a year's 
labor upon a rich soil, his labor is more pro- 
ductive thau if he expended it upon a poor 
soil ; that is, with the same labor, he pro- 
duces in one case five hundred bushels of 
wheat, and in the other case only two hun- 
dred bushels. Every one sees that this is an 
advantage ; and every one would rather own 
one hundred acres of good soil than one hun- 
dred acres of poor soil. 

Now, if a poor soil can, by means of ma- 
nure, or in any other manner, be changed 
into a good one, the result is the same as if, 
by means of improved tools, a farmer were 
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able, by one day's- labor, to produce twice as 
much as he could produce before. 

Now, this principle applies just as much to 
a manufacturer, or any other laborer, as to a 
farmer. Suppose a carpenter, when he first 
commences learning his trade, could nqjt 
make more than one table in a week ; his lar 
bor would be very unpifcductive. As he be- 
comes more and more skilful, he can make 
a table in less time, and, at last, \vhen he can 
make a table in a day, his labor is six times 
as productive as it was before, and he has 
the means of procuring for himself six times 
as many comforts with the same amount of 
labor. If he be able, by means of a turning 
lathe, or a steam engine, or by division of 
labor, to make two tables a day, his labor 
will be still more productive, and he will be 
able to procure for himself a greater amount 
of conveniences. 

So, if men spun by hand and wove by 
hand, were this possible, a man could pro- 
duce but very little thread, and very little 
cloth. His labor would be in the lowest de- 
gree unproductive. But, if he invent a spin- 
ning-wheel and a loom, his labor becomes at 
once vastly more valuable, and he can pro- 
duce ten or twenty times as much as he could 
before, and he is able to provide himself 
with a much greater portion of the necessa- 
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rfes and comforts of life. If, now, we fur- 
nish him with a spinning-jenny and a power- 
loorat, his labor will be still more prodifetive, 
and, as he creates, with a given amount of 
labor, a greater amount of the means of hap- 
piness, a larger portion will fall to his own 
share, that is, he will be both richer and hap- 
pier. And the facts Show that such has al- 
ways been the result. The labor of the 
Western Indian, or the Eastern Hindoo, is 
without machinery and without division, and 
it is of course very unproductive. A human 
being, without tools, can produce a very 
small amount of value or means of human 
happiness. Hence, he is very poor, and, as 
thus by the whole number of such human 
beings there is very little produced, the whole 
community is very poor. The whole weaAth 
of the Indian is a blanket, and a bow and 
arrows. The^ whole wealth of a Hindoo is 
a pot of rice and a cotton cloth. How dif- 
ferent is the condition of the laborer in t Aiis 
country ! There, the wages of the weaver 
are three or four cents a day, here, the wages 
even of females are sometimes a dollar a day. 
Here, the laborer has every variety of com- 
fortable furniture, of food and clothing, and 
is able to bestow upon his children the ele- 
ments of a sound and valuable education. 
And/ thus it is always found, that the greater 
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the productiveness of industry, the greater 
are the wages of the laborer, and the better 
is itTor all classes of men. Suppose all our 
manufactures and machinery were at this 
moment annihilated, every one sees that we 
should all starve, or else be frozen to death. 
And, thus, the more rapidly our machinery 
and manufactures are improved, the farther 
are we removed from freezing and starvation. 
And we also see that it is not beneficial, 
merely for one individual to increase the pro- 
ductiveness of his labor ; it is beneficial to 
the whole community, that the whole indus- 
try of the whole should be as productive as 
possible. Would it not be a benefit, if the 
crops of corn, and wheat, and cotton, and 
rice, the products of the fisheries, of the 
mines and of the manufactories, during the 
nexlf year should, with the same labor, be 
doubled, so that we might, by a day's labor, 
pr ocure twice as much bread stuffs, fuel, clo 
" tlSqg and every necessary and comfort of 
life, *\s we are able to procure at present ? 
Now, the whole effect of the increased pro- 
ductiveness of labor, by means of machinery 
and of division of labor, is, to bring about 
precisely such a result. 

And yet more, the benefit of this change 
fe specially realized by the laboring classes. 
A nobleman in Great Britain is by no means 
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as much better off than his ancestor, as a 
common laborer in England, now, is better 
. off than a serf at the period of the feudal 
oppression and ignorance. The rich and pow- 
erful in all countries always have an abun- 
dance of comforts and luxuries. They are 
but slightly benefited by improvement in the 
productiveness of labor. It is the laborer 
who is chiefly benefited, because every im- 
provement brings within his power some con- 
venience which was before out of his reach. 
What difference does it make to a man, worth 
a* hundred thousand a year, whether coal 
costs five or twenty dollars a ton, flour six or 
sixteen dollars a barrel, cotton cloth twelve 
or fifty cents a yard, and broadcloth five or 
twenty-five dollars a yard ? At either price, 
he would be able to procure an abundance. 
Bat to the man who is worth but two hun- 
dred and fifty or three hundred dollars a year, 
the difference of price is a matter of immense 
consequence ; inasmuch as at one price he 
would be able to supply himself abundantly, 
and, at the other price, he would be able to 
supply himself but very scantily, if he were 
able indeed to supply himself at all. Heixe, 
we say, that improvements in machinery, by 
which the productiveness of labor is increased, 
are specially for the benefit of those of us ' 
who are so fortunate as to be obliged to work 
for our living. 
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The only objection to all this is, that, by 
increasing the productiveness of labor we di- 
minish the demand for labor, and, that, hence, 
laborers are thrown out of employment. This 
deserves a brief consideration, inasmuch as it 
has led not only to erroneous views in theo- 
ry, but to practical wickedness in action. 

To settle this question, let us examine the 
facts. What are the manufactures which 
now employ the greatest number of work- 
men ; and, in which has the number of 
workmen, within the last twenty years, the 
most rapidly increased ? I think that any one 
will answer, the cotton and the iron manu- 
factures. But, if we were asked, in which 
branches of manufactures has labor-saving 
machinery been most extensively introduced, 
we must also answer, the cotton and the iron 
manufactures. Or we may come to the 
same result, if we compare the linen with 
the cotton manufacture. Machinery has been 
introduced only in a small degree into the 
manufacture of the one, and very exten- 
sively introduced into that of the other. The 
consequence is, that the laborers in linen are 
very poorly paid, and are diminishing in num- 
ber, while the laborers in cotton are well 
paid, and are every year rapidly increasing. 
These facts are abundantly sufficient to 
teach any person what is the natural result 
of the use of machinery. 
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The reason of this is easily seen. Suppose 
that only ten thousand yards of cotton cloth, 
at fifty cents a yard, could be used in a given 
district, and' it required a hundred men to 
make them. If these ten thousand yards 
could be made by fifty men, it is evident that 
fifty men would be thrown out of work. 
But, suppose that by this change in the mode 
of labor, the cotton cloth which was sold at 
fifty cents, coulibe sold at twenty-five cents, 
so that twice the quantity could be used, and 
twenty thousand yards were wanted, there 
would b£ a demand for just the same number 
of workmen as before, so that the workman 
would be just as well off as he was before. 
But, suppose that when cotton was at fifty 
cents a yard, only those worth a thousand 
dollars a year could afford to purchase it ; 
while, now that it is at twenty-five cents, 
those worth only five hundred dollars per an- 
num can become purchasers. The number 
of persons in a community worth five hun- 
dred dollars a year, is more than double that 
of those worth a thousand dollars. Hence, 
this class, alone, would create a demand 
which would place the laborer in as good 
circumstances as he was before. . But to this 
must be added the demand of those worth 
six hundred, seven hundred, nine hundred, 
and a thousand dollars, and it must be remem- 
6 
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bered that each one of these classes will now 
use more cotton, cloth than the class of a 
thousand did formerly. To this must be 
added the fact, that by the reduction of price, 
cotton cloth may be used for many purposes 
to which it could not formerly have been ap- 
plied. All these circumstances taken into 
the account, will show us how it is, that the 
greater the productiveness of industry, the 
greater will be the wages of labor ; and, that 
the more extensively labor-saving machinery 
is introduced, the greater will be the demand 
for laborers. 

But, this is not all. While the laborer is 
thus benefited in his wages, by the use of 
machinery, he, and every other person, is 
equally benefited in another respect. We 
have seen, that, by this means, every product 
is 1 rendered cheaper. Every one knows how ' 
much cheaper woollen and cotton goods, car- 
pets, books, and most of the necessaries of 
life axe, than they were a few years since. 
Not only are they cheaper, they are also bet- 
ter and more elegant. Calicoes, crockery, 
the various fabrics for wearing apparel, paper 
hangings, and many other things may be pro- 
cured at a very reasonable pricej and of great 
beauty of appearance. These benefits the 
laborer shares with the rest of the commu- 
nity. Hence, his share of the advantage is 
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doubled. His wages are raised, and the price 
of what he purchases with them is reduced. 
The rich man receives no higher interest for 
his money than before, that is, his wages re- 
main the same, his only advantage is, that, 
with the same money, he can procure what 
he wants at a cheaper rate. * 

Thus we see that all classes of persons, 
both rich and poor, both those who produce, 
and those who make use of the conveniences 
and necessaries of life, are benefited by the 
use of machinery, and of all contrivances by 
which the same article can be furnished at a 
less price. We see, also, how greatly every 
man who invents any thing of this sort, is a 
benefactor to society. We see how ground- 
less and how wicked are the prejudices of 
men against such contrivances, and how we 
all ought to rejoice at the discovery of any 
means by which the condition of our fellows 
maybe made more comfortable. And we 
see, in general, that a benefit to one is a 
benefit to all, and, that, rarely, can any in- 
stance be found, in which we benefit others 
without even in a greater degree benefiting, 
also, ourselves. 
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EXERCISES. 

1. Suppose a country in which all ma- 
chinery and division of labor were abolished ; 
describe the condition of that country. 

2. Suppose that the price of hats were at 
present five dollar^; would it not be an ad- 
vantage to you, if you could discover a mode 
of making them for two dollars? Would it 
not be for the advantage of the whole com- 
munity ? Suppose every other manufacturer 
were enabled in the some proportion to re- 
duce the price of his products, what would 
be the result ? 

3. Who would be most benefited in this 
country by the reduction of the price of coal, 
the rich or the poor, the laborer* or the capi- 
talist ? Why ? 

4. Does labor-saving machinery increase 
or diminish the demand for laborers ? Ex 
plain how. 

5. Does labor-saving machinery increase 
or diminish the wages of laborers ? Explain 
how. 

6. What has, been the effect upon the 
wages of labor in this country, of the intro- 
duction of machinery into the cotton manu- 
facture ? 

7. In many cases, in Great Britain and 
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France, the laborers employed upon the old 
machines united in mobs, and broke the new 
machinery to pieces. Was this wise ? Was 
it for their own interest ? 

8, Suppose they had succeeded in pre- 
venting the introduction of such machinery ; 
what would have been the result? and 
why? 

9. Suppose all cotton machinery could 
now be destroyed, and cotton were spun by 
hand an^ woven in a hand loom; ,what 
would be the effect upon cotton-spinners and 
weavers, nnon merchants, sailors, cotton- 
erowfw wd upon the whole community ? 

6* 



CHAPTER HI. 

OF THE CONDITIONS OF SOCIETY WHICH PRE- 
SENT THE GREATEST ENCOURAGEMENTS TO 
INDUSTRY. 

Section I* 
General Statement of the Subject. 

We have thus far treated of capital and in- 
dustry ; and have seen that industry is the 
great source of wealth, and comfort, and 
physical happiness. Hence, it is evidently 
important, that every man be placed under 
such circumstances as shall be most favorable 
to industry, because, on industry so much of 
his happiness depends. 

But if we look upon men, whether as in- 
dividuals or as nations, we may easily per- 
ceive that there is a very great difference in 
the degree" of their industry. Every one 
knows that the Turks are proverbially idle. 
So are, generally, the subjects of despotic 
government, and so are, generally, slaves 
under all circumstances. O* the contrary 
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the inhabitants of free states are, generally, 
industrious, as the Hollanders, the Swiss and 
the English. And we find, also, that at some 
periods, there is much more industry in the 
same state than in others. In times of revo- 
lution and civil war, when no one's property 
is secure, there is very little labor performed, 
because, no one is certain that he will ever 
reap the reward of it. These differences 
are well worthy of particular consideration, 
because, as students of history, we may thus 
be enabled the better to trace the reasons of 
the rise and fall of empires, and, specially, 
because, as in this country, all laws emanate 
from the people, every individual ought to 
know the conditions essential to his own and 
his country's prosperity. 

If, now, we were asked what are the ci*- 
cuifistances most favorable to the industry 
of any single individual, I think we should 
readily answer, that the following were 
among the most important. 

1. That a man should enjoy, the reward 
of his labor. No man will labor long with- 
out a reward, and the greater the reward* the 
more industriously will he labor. 

2. That a man shall suffer the penalty 0/ 
idleness. God has, in our present constitu- 
tion, affixed severe punishments to idleness, 
and these are, generally sufficient to make a 
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man work sufficiently, at least, to support: 
himself* 

3. Some men, however, are so ignorant 
that they do not know-how to labor ; nor da 
they know the advantages which labor will 
confer upon them. This is commonly the 
case with savages. Hence, intelligence is 
manifestly necessary to the highest degree 
of industry in any country. And, hence, we 
see, generally, that an intelligent man is not 
only more skilful, but also more industrious 
than an ignorant man. 

It is evident, that if such be the conditions 
under which any one man will* labor most 
industriously, and will, of course, surround 
himself most rapidly with the means of hap- 
piness, the conditions must be the same under 
which any number of men will labor most 
industriously, and surround themselves most; 
rapidly with the means of happiness. That. . 
is, just in proportion as nations are so gov- 
erned that all the individuals composing them 
are placed under these circumstances, will they 
be the most prosperous and the most happy. , 

But nations can be placed under .such cir- 
cumstances as I have described only by means 
of good laws and the faithful administration of 
them. If laws be bad, men wil 1 be oppressed. , 
If laws be good, and they be not executed, 
men will -not be protected. Hence, we seo 
the vast importance, to every man, of good 
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laws and able and just judges. Without them, 
no nation can be either prosperous or happy. 
Now, the principles which should govern us 
in the making of laws, in so far as this subject 
is concerned, will appear in the remainder of 
this chapter. 



Section II. 

It is important, in order to render Men in- ■ 
dustrious^ that every Man enjoy the full 
Benefit of his Labor, 

In order that every man enjoy the full 
benefit of his labor, it is necessary, I. That 
every man be allowed to gain all that he 
honestly can, and, II. That he be allowed to 
use as he will all that he has gained, provi- 
ded he use it innocently. 

I. Every man must be allowed to gain all 
that he can. In order to accomplish this, it 
is necessary ; — 

1. That all the property in a community 
be divided. By this it is meant that every 
thing belong exclusively to some one. Thus, 
in this country, all the land, and houses, and 
trees, apd shops, and sheep, and cattle, and 
goods, .belong to some owner. A man going. 
ifiong a street, can take nothing that he seo^ 
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unless he buy or beg it, without stealing. 
And, so, on the other hand, every one knows 
what is his own, and knows what is his 
neighbor's. 

The case is reversed among the Indians of 
our western forests. A tribe among them, of 
a few hundred persons, may occupy a tract 
of land as large as one of our States ; but it is 
not divided, it is all owned in common. No 
one can say, this part of the soil is mine, and 
that is my neighbor's. No one has any bet- 
ter right to any particular part of this large 
territory than any one else. All the proper- 
ty that is divided, is his wigwam, his bow 
and arrows, and the game which he has pro- * 
cured by means of them. 

Now, every one must see how different the 
encouragement to industry must be, in these 
two conditions of human existence. In the 
one case, every one, knowing what is his 
own, will be desirous to preserve and improve 
it In the other case, no one having any 
thing as his own, will care at all about the 
improvement or preservation of any thing. 
Hence, in the one case, every thing goes to 
waste, and the whole community is no rich- 
er at the end of a year, or of a century, than, 
it was at the beginning ; and, in the other 
case, every year adds to the wealth of every- 
individual and of the whole community ; and 
a few years are sufficient to furnish the 
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whole community with ail the necessaries 
*nd comforts of an old society. 

And, still more, the few comforts and ne- 
cessaries of life which the Indian possesses, 
are the result of division of property. His 
bow and arrows' are his own. Were the 
bows and arrows of a. whole tribe held in 
common, like their land, the tribe would 
absolutely starve. Hence, we may conclude, 
that the encouragement to industry, and the 
acquisition of the comforts of life, depend 
upon the division of property, and the more 
completely property is divided, the better 
will it be for every man, and, of course, for 
the whole community. 

II. But it is not enough that property be 
divided, the right of property must, also, be 
protected. By the right of property, we mean, 
the right which any man has over what is 
his own. Thus, if a man make a table out 
of his own materials, he has a right to keep 
that table, or to sell it, or to use it as he will ; 
and no one has a right to take it from him. 
or molest him in any manner in the use of 
it. And, it is the same thing, if he have 
bought the table, or procured it in any hon- 
est manner by exchange. 

Now, it is the business of every man in 
the community, to see that no man interferes 
with any other man's property. This is 
what we call the protection of the right of 
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property. The whole community have com 
mitted this power to the legislators, judge3 / 
&c. f who are callecHhe government. Hence, 
we see that it is the special business'of gov- 
ernment to protect individuals from violation 
of the right of property. 

The right of property may be violated by 
individuals, as in the cases of robbing, steal- 
ing, house-breaking, &c. Were this allow- 
ed, no one would labor at all, because no one 
would labor for the sake of seeing his pro- 
perty plundered and wasted by thieves and 
jobbers. The case is the same, when pro- 
perty is plundered and destroyed by mobs. 
If a man would not labor for the sake of see- 
ing his property destroyed by one robber, he 
•would not labor any the more, for the sake 
of seeing his property destroyed by five hun- 
dred, robbers. 

Hence, we see that the industry of a coun- 
try depends very greatly upon the goodness 
of its laws, and the faithful execution of 
them. 

If laws should allow of violation of proper- 
ty, all men would soon become thieves in- 
stead of laborers, and as thieving produces 
•nothing, there would soon be nothing left to 
steal, and all would starve. And, if the laws 
be not put into execution, there might as 
well be no laws, and the result would be the 
same. 
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But governments themselves, sometimes,, 
violate the right of property. Thi3 is the 
case, when, by the mere will of the govern- 
ment, the property of the individual is taken' 
for any purpose whatsoever. Such is the 
case in many despotic governments.. When 
this is the case, a people become at' once 
dispirited and indolent. Who would labor 
on the soil through a whole summer, if he 
knew that he was liable to have his harvest 
seized in the autumn, by the soldiers of at 
Pasha, as soon as it was fit to be gathered Y 
Thus, we see that the most fertile regions 
of the earth, when under such a government, 
lie almost uncultivated ; the inhabitants are 
few, and these few are extremely poor. 

Hence, we see the importance of a good 
constitution of government. By a constitu- 
tion, we mean that agreement among men, % 
which fixes the power of the governors, and- 
tells exactly what they may, and what they 
may not do. And, hence, we also see why 
men should watch over their rulers very nar^ 
rowly, to see whether tftcy confine them- 
selves strictly to the constitution. Because,' 
if they do not, a constitution is worthless ;. 
and a ruler who is allowed to violate one 
article of the constitution, and oppress one 
man to-day, may violate them all, and op- 
press every other man to-morrow. 

But, suppose that every man be allowed to 
7 
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gain all that he can, he must also be allowed 
to use it as he will. This is evident, be- 
cause no man will be industrious in order 
to gain property, unless he be allowed to use 
it for the promotion of his own happiness m 
such a way as he likes best. 

A man's property are his faculties of body 
arid mind ; or his means of industry, and his 
property or capital. It is necessary, in order 
to render nien industrious, that they be al- 
lowed, provided they do it honestly, to use 
both of these as they choose. 

For instance, the laborer should be allow- 
ed to work at any trade, or as many trades 
as he pleases ; to work in any place that he 
chooses, and to change his occupation when- 
ever he supposes it can be done for his ad- 
vantage, and that he be not obliged to change 
it, unless he believe such change will be for 
his benefit. It is to be supposed, that every 
one understands his own business better than 
any one else can understand it for him, and, 
therefore, that to oblige him to make any 
change, contrary to" his own wishes, will do 
him an injury, and an injury which is whol- 
ly without excuse. 

And the same is true of capital. Every 
man that owns any thing, has a right to use 
it as he pleases. No one, whether an indi-' 
viduaJ or a government, has any right to 
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direct him in respect to the mariner in which 
lie shall employ it. A farmer has a right to 
raise just such a crop as he pleases ; and a 
merchant to «buy and sel 1 what he chooses, 
and at such prices as he sees fit. He may 
ask too much, and may impose upon his 
neighbors; but if he do so, he will soon pun- 
ish himself. And, though he acts wickedly, 
yet, as we cannot control him, without in- 
terfering with the right of property, it is 
much better to let him alone, than, for the, 
sake of regulating him, to oppress all the 
other men in the community, and thus, for 
the sake of punishing one bad man, to injure. 
an hundred good men. 

We see, then, that in order to render a 
single man industrious, we should allow him 
the privilege of benefiting himself by his in- 
dustry as much as he can. We see that the 
s^me principles apply to.any number of men, 
that is, to the whole community. And we 
see that the whole community cannot enjoy 
these advantages, without a free constitution,-, 
good laws, and the faithful administration of 
these laws. Hence, we also see, that every . 
industrious man is bound to see that good- 
laws are made and put into force ; and that 
none but thieves and robbers would gain any 
thing by the destruction of laws. And hence 
we see, also, that every one should labor to 



76 EXERCISES, 

be honest and virtuous himself, and to make 
other men so, because, it is only when men 
are good, that good laws will be made, or if 
made, will be enforced. 

EXERCISES. 

1. Are men, naturally, fond of labor ; that 
is, would they labor as well without reaping 
advantage, as with it ? Give a case. 

2. If it be found that men labor industri- 
ously, in proportion to the advantages which 
they receive, how should we act towards 
them, in order to induce them to labor most 
industriously ? 

3. Suppose that all the property in a town 
irere to be held in common, so that any one 
might take and use any thing that he chose, 
what would be the effect upon the industry 
of that town ? 

4. What effect would such an arrangement 
have upon wealth ? 

6. How would it, in the course of a ygar 
or two, affect the poor ? 

6. Suppose a merchant should establish a 
large shop of goods among a tribe of Indians 
in the far west, would he find them good 
customers ? Why ? 

7. Suppose a hundred farmers and laborers 
should go among them to find work, would 
they find employment and wages? Why? 
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8. In which place would a merchant or a 
hundred laborers find best support and remu- 
neration, in a populous and civilized city cur. 
country, or in the Indian wiMorness ? Why ? 

9. Would it be wise for us to give up the 
division of property, and adopt the Indian 
way of having all in common ? Why ? 

10. What would be the effect on proper- 
ty and industry, if robbery were allowed 2 
Illustrate it. 

11. A few days since, a mob, because 
flour was so dear, broke into a flour store in 
New York, and destroyed seven or eight 
hundred barrels. Is this calculated to make 
flour cheaper ? 

12. Suppose such things were to be. al- 
lowed in New- York, and you who lived in 
some other place had flour to sell, what 
would you do with it ? 

13. Suppose you lived in the city, and 
traded in flour, if such things were allowed, 
what would you do ? 

14. What effect then would such pro- 
ceedings have on the price of flour ill New- 
York ? 

15. Art the rich more interested in the 
execution of the laws than the. poor ? 

16. The Turkish dominion extends over 
some of the richest part of Europe and Asia, 
.and they were once the most populous. Can 

7* 
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you illustrate the reason why the population 
is now small and impoverished ? 

17. Suppose the President or the Congress 
of the United States should violate the con- 
stitution, or impose a tax which they were 
not empowered to impose, why ought we to 
remonstrate against it ? What would its ef- 
fect be upon the property 01 the country ? 

18. In many of the older countries, a man 
is not allowed to work at a trade, unless he 
have served seven years' apprenticeship to it, 
nor to practise more than one trade. Is this 
light or wrong ? Why ? 

19. In France, the government, during thq 
Revolution, obliged the farmers to cultivate 
a particular kind of crop, and severely pun- 
ished them if they disobeyed. Was this right 
or wrong? Would it make men more ot 
less industrious ? 

20. Suppose a man uses his property un- ■ 
kindly, and keeps back his goods for the sake 
of raising the price of them, does he do right 
or wrong ? 

21. What can we do to remedy the evil ? 

22. Will it remedy it, to act upon the 
principle that a mob has the right to destroy 
a man's property because they think he 
charges too high for it ? 

23. -What would be the result upon the , 
industry and wealth of a country, if such a 
principle were admitted > 
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Section III. 

In order that Men should be industrious, it 
is necessary that they should be left to . 
suffer the -Results of Idleness. 

It is, manifestly, the design of our Creator 
that man should work for his sustenance. 
Such was the original design. Before the 
fall, God sent man into the gardep " to dress • 
it and to keep it." And, after the fall, it was , 
announced to him, that, " in the sweat of his , 
face he should eat bread." And, thus, we find 
that labor and toil are the medium through 
which every blessing comes to us, whether 
physical, intellectual, or moral. 

And we find the yrhole system to be so 
arranged, that, if men will not obey this law . 
of their being, they suffer severe penalties. 
If a man. will not deny himself, and cultivate 
his moral nature, he speedily becomes vicious. 
If a man will not read, think and study, he 
suffers all the pains and inconveniences f 
ignorance. And if a man will not labor, ho 
soon becomes destitute of clothing and food, 
and perishes either from exposure to the ele- 
ments or from starvation. Such are the con- , 
ditions of being, under which we axe placed 
by our Creator. 

And we. see that this provision is, in all . 
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respects, most merciful. The healthy, vigor 
rous action of our powers can be secured id 
fto other manner than by the use of them. 
How great is the difference between the mind 
of the hard-working student, and that of the 
indolent novel reader ! How great is the dif- 
ference between the body of the industrious 
and temperate farmer, and that of the effe* 
minate and slender man of fashion ! Labor 
itself, even if there were no external rewards 
attached to it, is better than idleness ; and, 
•herefore, a system which obliges a man to 
labor is both wise and merciful. 

Now, if this be so, there can be no hard- 
ship and no injustice in so constructing so- 
ciety, that every man shall be obliged to labor 
for what he possesses. And, surely, there 
can be no injustice done to the man himself 
in so constructing society that he shall have 
his choice, -either to labor or to suffer for the 
want of it. While, on the "other hand, it 
would be manifestly unjust to take the pro- 
perty for which one man had labored, and 
give it to another man who had lain idle. 

And, still more, as the fear of want is one 
of the motives which the Creator has set be- 
fore u% to induce us to labor, there can be no 
Teason why this motive should not be allowed 
to operate, just as much as the hope of re 
ward. If God evidently intended this mo 
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tire toinfluence men, it is proper that it should 
influence them, and it is very certain, that a 
great part of men will be Vnuch better, and 
happier, and more industrious, with this mo- 
tive set before them, than without it. 

In order'that this motive may operate pro- 
perly upon men, but little more is necessary 
than that the principles explained in the pre- 
ceding section be carried into force. These 
are, first, that all property be divided ; and, 
secondly,- that the right of property be pro- 
tected. 

If property be divided, every thing will 
belong to some man, and every one will hold 
what he has earned by his labor ; and, if he 
have'not labored at all, he will own nothing. 
If the right of property be protected, he can 
neither steal, nor rob, nor plunder ; and the 
only method left to him, in which to procure 
the means of subsistence, is to work for them. 

Hence, we see that the benefit of good 
laws faithfully executed, is two-fold. They 
first secure to the industrious and honest the 
natural and just rewards of their labor and 
skill ; and, secondly, they oblige the idle to 
labor, by prohibiting them from laying their 
hands upon any thing unless they have first 
ihonestly earned it. Hence, we see that it is 
♦ho honest, and virtuous, and industrious, who 
axe always in favor of laws ; and, that it is 
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rogues, thieves, and vagabonds, the vicious 
and the lazy, who are opposed to them. Men 
who are honestly attending to their own busi- 
ness, and who are willing to labor for their 
livelihood, do not complain of the division of 
property, and of the protection given to the 
right of property. Such complaints always 
come from men who are too lazy to work ; 
who would rather make speeches than labor, 
and who think it much easier to break open a 
barn and seize upon the wheat which the 
farmer has sown, and reaped, and threshed, 
than to sow, and reap, and thresh wheat for 
themselves. 

But it will be said, what is to be done for 
the poor, if all this be so ? Before answering 
this question, I must first ask what makes the 
man poor. Is he sick ; is the poor person an 
orphan child, or a widow with small chil- 
dren ? In a word, is he or she poor by the 
visitation of God ; or is he or she poor be- 
cause of laziness ? If it be the former case, 
then it becomes a case of charity, and it / 
should be relieved, and relieved just enough 
to supply that deficiency which has been cre- 
ated by the visitation of God. If a person can l 
earn but half a living, it is a reason why he 
should be supported to the amount of the 
other half, but it is no reason why he should 
do nothing; If he be poor because of idle- 
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ness, he should be supplied with employment, 
and if he will not work, he may be safely left . 
to the consequences. And leaving him to the 
consequences, is the very best way to make 
him industrious, for a man will be very 
ready to labor, as soon as he finds that he 
must either labor or starve. 

Hence, it is a bad plan to have any provis- 
ion, by means of poor laws, or public charity, 
by which a man can be supported without 
labor. It is a great discouragement to the 
industrious ; because they see that they are 
obliged to labor to support the idle. It is a 
very great injury to the poor themselves ; be- 
cause a man is vastly happier, more comforf- 
able, more respected, more healthy and more 
virtuous, when, by his own labor, he pro- 
cures his daily food, than when he begs it of 
the parish, or of the passenger in the street. 
This every one observes who has visited for- 
eign countries. Most of the cities in Europe 
are infested with crowds of peisons who ob- 
t4in their whole living by begging, and who 
bring u p their children to the same occupa- 
tion They are all intemperate, wretched 
ayd vicious. They earn nothing themselves, 
and live by diminishing the earnings of oth- 
ers. How much better would it be for all 
such persons, if, by being left either to labor 
or to starve, thev were taught the necessity 
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of industry, and thus.rendered useful, honest, 
respectable and virtuous members of society ! 

EXERCISES. 

1. Can you think of any case, in which a 
man obtains any thing valuable, without the 
labor either of himself or of his parents ? 

2. Is it ever desirable that a human being 
should live without the exercise of some kind 
of labor? 

3. What do you think of the feeling which 
some persohs have, that labor is disgraceful ; 
and of others, that idleness is genteel? 

4. Is there any real hardship in obliging 
rtten to earn their own living ? 

5. If a man be strong and healthy, is it 
not as just that he should pay for a loaf of 
bread with his labor, as that a rich man 
should pay for it with his money ? 

6. When men are opposed to laws which 
protect the right of property, what is the mo- 
tive to which we should naturally ascribe this 
opposition ? 

7. Suppose that in a town of forty thou- 
sand inhabitants, and in which labor was 
worth one dollar a day, and the cost of a 
man's support fifty cents a day, there were 
five thousand men who were supported by 
begging. How much would the annual reve- 
nue of such a town be increased, by their 
being obliged to support themselves ? 
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8. Would they themselves be- better or 
worse off by the change ? 

9. Suppose a healthy person, complaining 
of poverty, asks charity of us, what should 
we do in order to render him the most essen- 
tial service ? 



Section IV. 

A People will be industrious in Proportion to 
their Intelligence. 

A North American Indian is very indolent. 
While he has food enough in his cabin, he 
will lie for days together basking in the sun 
and dozing away his existence. He does not 
go out to hunt again, until he is forced away 
by the pressure of hunger. He then only 
procures enough for his present necessities, 
and relapses again into his former indolent 
stupor. 

One reason of this is the following. He 
does not know of any method, in which, by 
labor, he can benefit his condition. He knows 
of no weapon better than his bow and ar- 
rows, and of no covering better than the skius 
of animals slain in the chase. Hence, he has 
no motive for labor, beyond that amount 
8 
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which will procure him these simple neces- 
saries. 

But, let a benevolent man go into this 
tribe, and show them how great are the ad- 
ditional benefits which might be secured by 
additional labor, and there would at once be 
created a motive for that labor. If the Indian 
.found out, that by procuring thirty or forty 
beaver skins more than before, he could 
purchase a rifle, he would easily be persuaded 
to labor to procure them. If he knew that, 
by some additional labor, he could procure 
an axe, or a saw, and the materials for a 
house, and plenty of blankets for his winter 
clothing, all these would be strong • motives 
for laboring every year more and more assi- 
duously. 

Now, this change would all be the result of 
knowledge. The Indian knows more, and 
hence he is more industrious. Knowledge 
has opened his eyes to see what benefits he 
may secure by labor, and he now labors to 
procure them. But the case of the Indian 
is the case with every man. Just in propor- 
tion as men see the advantages which they 
may gain by industry, just in that proportion 
may we expect their industry to increase. 
Knowledge supplies motives to labor, which 
did not exist in a state of ignorance ; and just 
n proportion to the strength of these addi- 
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Toiidl motives, will be the increase of the la- 
bor to which they give rise. 

But this is not all. Suppose a man have 
ever so strong a disposition to labor, he can- 
not labor unless he knows how. And sup- 
pose that he knows how to labor in a very 
imperfect manner, so that his remuneration be 
very small, he will labor with much less zeal 
than he would- if he could labor skilfully, and 
thus with the samfc amount of toil, procure a 
much larger share of the means of happiness. 

Thus, suppose a man own a farm, and be 
perfectly aware of the comforts of life which 
he could procure by the produce of it> he 
would have motives sufficient to induce him 
to labor. But, if he did not know any thing 
about farming, he would still be in difficulty, 
for, though he desire the comforts which he 
might procure, and be , willing to labor for 
them, he would, nevertheless, be destitute, 
for he would not know how to proceed. 

Hence, we see that it is very necessary to 
furnish all men with the means of knowledge. 
The farmer ought to understand the nature of 
soils, of vege tables, of animals, the best modes 
of cultivation, and the best and cheapest 
manures, and every thing relating to his bu- 
siness i the mechanic should know every 
thing about the material on which he labors, 
the tanner should understand the chemici* 
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principles on which tanning depends; the 
carpenter and house-builder should under- 
stand the principles of architecture ; the man- 
ufacturer should understand every thing re- 
lating to the machinery with which he works; 
ilie merchant should be well acquainted with 
the natural history of the articles in which he 
traffics, the mode of their production, the best 
place* from which they can be procured, and 
the best articles" which h? can send in ex- 
change for them. 

Besides this, eyery one of these persons 
ought *o be able to write a good hand, and to 
keep accounts skilfully, accurately and neat- 
ly. By means of this knowledge, a man is 
able to communicate his thoughts and wishes 
to persons at the greatest distance from him, 
to write down his own reflections for his 
own benefit, and to be assured that he deals 
honestly with others, and that others deal 
honestly with him. 

And, let it not be said, that it is enough 
for the master manufacturer, the rich farmer, 
the extensive merchant, to understand these, 
things. This is a very false notion. A 
laborer on a farm will earn much better 
wages for being intelligent, and -understand- 
ing thoroughly the business in which he is 
employed. The case is the same with a 
manufacturer, a merchant's clerk, or any other 
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person. And, besides, to perform an opera- 
tion understanding^ improves a man's mind ; 
while to perform it blindly and ignorantly, 
does a man's mind no good whatever. A 
professor in a lecture room shows the working 
of a steam engine, and teaches his class the. 
principles on which it operates. He has a 
small model of a foot or two in length. This 
is considered a very improving and valuable 
employment. But an engineer on board of 
a steam-boat, if he understand the whole pro- 
cess and its principles, is performing the same 
experiment all the while. If, however, he 
do not understand the principles, he is in fact 
doing but little more than the fireman who 
is employed in supplying the furnace with 
fuel. So, the farmer, who understands the 
laws of vegetation, is constantly performing 
experiments in botany, and by every experi- 
ment he is disciplining his own mind. 

But this is not all. He who, in this man- 
ner, is laboring understanding^, is qualifying 
himself for a more lucrative employment. 
He who is thoroughly acquainted with the 
business of farming, will soon be able to pro- 
cure a farm on his own account. He who is 
an intelligent and an active clerk will soon be 
qualified to be admitted as a partner. He 
who is a skilful and intelligent manufactur- 
ing laborer will soon be promoted to be an 
8* 
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overseer, or an agent. And thus we see, that 
knowledge is desirable, not for one class, but 
for all classes. 

Now, in order to enable men to acquire 
this knowledge, every one should be taught 
# to read, and write, and cipher. He who has 
obtained as much knowledge as this, is then 
able to inform himself concerning any thing 
that pertains to his own department ; and, 
hence, he is able to qualify himself to rise 
from one branch of business to another, and 
become a rich and well-informed man. It is 
thus, that Franklin, from being a poor print- 
er's boy, became one of the greatest philoso- 
phers of his age. Thus, Sir R. Arkwright, 
at first a barber's boy, rose to be one of the 
first men in Great Britain. And it will be 
found, that, in this manner, by skill. and in- 
telligence, all the great men who have made 
themselves, have ' risen from obscurity to 
eminence. 

Hence, we see the reason why we should 
have schools for teaching these branches 
in every neighborhood. If any persons be 
unable to procure education for themselves. 
it should be furnished to them for nothing! 
And, in order to do this, it is better that a 
sufficient number of schools- be supported by 
the public at large. In this manner, every 
one pays in proportion to his ability, and 
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CTery one has an equal privilege of sending 
his children to school. And, also, we see that 
this plan is specially beneficial to those per- 
sons who are in moderate circumstances, or 
who are poor. The rich can easily furnish 
education to their children, the poor cannot, 
always afford to do it, or if they could afford 
it, they could not easily unite together in 
such manner as to procure an instructor. 
When this is done by the public, they have 
the instruction at the lowest expense, and 
without any trouble in procuring it. 

But this is not all. I have said, that if a 
man have a knowledge of reading, and writ- 
ing, and accounts, he can then educate him- 
self, and acquire all the knowledge that he 
*nay need in conducting his own business. 
This is true. He can do it, but he will be 
much more likely to do it if he have been 
taught in youth the elements of the sciences. 
Thus, if he have been taught the elements 
of mathematics, he will be much more like- 
ly to make a good machinist. If he have 
been taught the nature of plants and ani- 
mals, and the best modes of cultivation, 
and the principles on which these things 
depend, he wiH be much more likely to make 
a scientific farmer. He who has some know- 
ledge, in youth, of geography and the pro- 
ductions of the earth, will be much more 
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likely to make an intelligent merchant 
And we see, that it is important that this 
knowledge be acquired in youth, for, after 
men grow up, they are not so likely to com- 
mence the study of a new science, nor have 
they generally the time necessary to devote 
to it. 

Hence, we see the importance of having 
some higher schools than those which I 
have mentioned, in which those who choose, 
may learn something of these several branch- 
es of knowledge. Those young persons 
who have gone through the lower school, 
and who wish for more knowledge, might 
here be able to obtain it. On the other 
hand, those who were careless about their 
studies, and did not wish for any more 
knowledge, rtiight go to their several branch- 
es of business with what they have alrea- 
dy obtained. These additional advantages 
would be a very suitable reward for diligent, 
studious and well-behaved young persons, 
and would greatly assist such persons to 
make their way in the world. It would, 
also, tend very greatly to open the road to 
distinction and wealth to all those who 
were, deserving of them, and would ena- 
ble the poor to rise to eminence as well as 
the rich, if they only were disposed to avail 
themselves of the advantages offered them. 
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Hence, we see that all persons, but espe- 
cially the poor, should be in favor of public 
schools, both common and scientific. . And 
they should be willing to pay their propor- 
tion of the expense necessary to support them. 
No man, unless he be an absolute beggar, 
should expect or wish ta receive an educa- 
tion, any more than a loaf of bread, for noth- 
ing. By paying what he is able, he may 
epjoy, freely, the advantages of education as 
well as the rich ; while for this education he 
pays much less than the rich, who derive no 
more advantage from it than* himself. Any 
man, whether he be poor or rich, must be 
very unwise, who does not wish every other 
man in his country to be as well educated as 
the circumstances of his case will allow ; and 
he is very unwise, and very penurious, and 
very selfish, and very short-sighted, if he be 
not willing to pay his fair and full proportion 
towards rendering the means of an education 
as universal and as good as possible. 

And, now, if we look back upon what we 
have said, it will be readily seen, that the 
principles which we have explained lead us 
<to the following conclusions. 

1. Nothing that is of any value on earth 
can be procured without labor. 

2. Labor, to be of any benefit, must bo 
directed by knowledge. Were a man to la* 
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bor ever so hard to make a house, he would 
not succeed unless he knew hoto to make it. 
Hence, the importance of education iu ordei 
to profitable labor. 

3. God has placed abundant rewards be 
fore men, to excite them to labor, and abun- 
dant penalties to deter them from idleness. 
And there is reason to think that these 
rewards and punishments, if left to them- 
selves, will be sufficient to make men in- 
dustrious. - 

4. In order to do this, it is important- that 
every man be allowed to earn as much as he 
honestly can, that is, to improve his condition 
in the best way that he is able ; and, that, 
after jthe has done this, he be allowed to 
use what he has gained in just such way as 
he thinks will make him the happiest, that is, 
provided he does not interfere with the rights 
of any one else. 

5. But while it is important that every 
man should have all that he has earned, it is 
equally important that he should have noth- 
ing unless he have earned it. 

6. And, lastly, that every man may know 
both how to labor to the best advantage, and. 
also how to improve his condition as much" 
as possible by the results of his labor, it is 
important* that every man shall have as much 
education as possible. 
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The nearer a community adopt these prin- 
ciples, the more industrious and happy will 
they be. 

Hence, we see the importance to every 
country both of virtue and intelligence. 

If men be virtuous, they will, of course, be 
honest ; that is, they will let alone whatever 
belongs to their neighbor, and they will, of 
course, be willing to labor for every thing 
which they want themselves. Hence, we 
see the benefit of all the means which we 
use in order to make men religious ; for, if 
they be really religious, they will, of course, 
be both virtuous and honest. And, if men 
be intelligent, they will know how to labor 
to the best advantage, that is, with the least 
toil, and at the smallest expense, to procure 
the greatest amount of the means of human 
happiness. 

EXERCISES. 

1. Suppose you were cast upon an island 
inhabited by savages, who were poor and in- 
dolent, though their soil and climate were 
good, what would be the first means which 
you would take in order to render them in- 
dustrious ? 

2. Suppose they were vicious, and quai- 
relsome, and dishonest, what effect would 
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this have upon their prosperity ? Can yoii 
illustrate this ? 

3. What means would you adopt in order 
to improve them ? 

4. Suppose that you lived in a town in 
the United States, in which the people were 
ignorant, vicious, dishonest, intemperate and 
very poor, and you desired to see them com- 
fortable and independent ; what means would 

you use ? Can you tell the proper means 
and explain the way in which they would 
produce a change ? 

5. Explain the various ways in which 
knowledge would be advantageous to an ap- 
prentice, to a commrn sailor, to a common 
workman, and to a clerk. 

6. What is the difference between a man 
who performs any trade understanding all 
the principles of the process, and one who 
performs it without knowing any thing about 
the principles ? 

7. Can you mention the names of any 
other, persons, besides those mentioned in the 
book, who have arisen from inferior situa- 
tions to great eminence simply by know- 
ledge and by their own exertions? Dj you 
know any such persons of your pwa ac- 
quaintance ? 

8. Who are the most specially benefited 
by public schools, the poor or the rich ? 
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9. Are such schools of any benefit to tho 
rich ? If they are, explain how this benefit 
arises. 

10. What should we think of poor per- 
sons, or of persons in moderate circumstances, 
who were opposed to public schools ? 

* 11. Suppose there were two men of equal 
strength ; one of them a well-informed and 
intelligent man, who knew how to do a great 
man} things, the other ignorant, and know- 
ing how to do nothing but the simplest labor ; 
which of them would earn the highest wages ? 
Why ? 

12. How much would the wages of one 
exceed the other per day ? 

13. How much is this per year? 

14. Is it not wise for a boy to spend a few 
years in study, for the sake of earning so 
much more a year when he comes to be a 



man 



•> 



15. What opportunity has the ignorant 
man of rising in his profession, and of be- 
coming a rich man ? 

16. What need prevent the intelligent 
man from rising and becoming rich, if he be 
industrious and virtuous ? 

17. Is it not worth while for a young per- 
son to gain knowledge for the sake of this 
advantage ? 

18. Suppose, however, a man be vicious 

9 
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or dishonest, though he be ever so intelligent, 
can he expect to succeed, or will he ever be 
happy ? 

19. What are the ruies wmch a young 
person should follow, if he wish to be rich, 
happy and respected. 



PART II. 



OP EXCHANGE. 

We have, thus far, considered production ; 
and the means by which, with a given 
amount of labor, production may be in- 
creased. But, were this all, the happiness 
of man would be but in a small degree in- 
creased. Were a man to make every thing 
for himself, or, wfiat is the same thing, have 
nothing but what he could make for himself, 
though his labor were ever so productive, he 
would enjoy but very few comforts. Though 
a farmer, instead of raising a hundred bush- 
els of wheat, could raise three hundred bush- 
els, yet if he did not need for his own con- 
sumption more than a hundred, and could 
not procure any thing else with his additional 
two hundred, he would be no better off than 
before ; but might as well suffer this addi- 
tional product to rot upon the ground. His 
additional labor would bring him no addition- 
al advantage, and hence, there would be no 
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encouragement to labor. But, as soon as he 
is able to exchange this two hundred bushels 
more than he can use himself, for some oth- 
er things which he wants, his additional labor 
brings with it a corresponding reward ; and 
additional productiveness of labor brings 
with it additional comforts and conveniences. 
Of so great advantage to mankind is ex- % 
change. And, hence, it will be seen, that 
the prosperity of a country, its wealth and 
its industry, are very much in proportion to 
its facilities for exchange. Thus, we see that 
no country can easily grow rich without good 
harbors on its coast, good roads or canals in 
its interior, and that its advantages are great- 
ly increased, when it is so fortunate as to be 
penetrated in many directions by navigable 
rivers. We shall now proceed to consider 
the nature and principal laws of Exchange. 



CHAPTER L 

OF THE FACTS IN OUR CONSTITUTION WHICH 
RENDER EXCHANGE UNIVERSALLY NECESSA- 
RY J AND THE LIMIT TO THAT NECESSITY. 

1. It is a well-known fact, that labor is 
necessary in order to render any thing valu- 
able. Every thing valuable around us will, 
if we reflect, be seen to be the result of the 
labor of some one. And we have also seen, 
that he who has labored has, by means of his 
labor, acquired a right to the value which he 
has created. By this, we mean that he has 
a right to do with it just what he pleases. 

% It is also the fact that every man seems 
disposed to pursue some one kind of occu- 
pation in preference to another. One man 
chooses to be a sailor, another a farmer, 
another a mechanic, another a manufacturer, 
and another a merchant. And, we also see, 
that these different men seem each one to be 
the best adapted to that kind of business 
which- each one has chosen. And we know 
that by the principles of division of labor, 
there will be a much larger amount of pro- 
duct created when every individual has a 
9* 
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separate employment, than when every man 
is obliged to divide his time between a dozen 
employments. 

3. But while every man is thus intended 
to labor at one particular employment, and to 
produce one particular thing, every man neecte 
for his comfort and convenience a thousand 
things. Now, as he labors to produce only 
on&oi these thousand things, he must procure 
all the rest by exchange ; hence, in order to 
gratify his desires, he must make nine hun- 
dred and ninety-nine exchanges. By so doing, 
he is able, by laboring, to produce one kind of 
value, and then by exchange to supply hinx- 
self with every kind of value that he wishes. 
In this manner men are rendered happier, in-, 
asmuch as every one is enabled to pursue the 
occupation that he likes best, and, at the 
same time, to procure whatever he needs for 
his happiness. And, moreover, as by this 
mode, labor is much more productive, every 
one procures a much larger quantity of what 
he desires by the same amount of labor. 

We thus see, that in order to secure our 
physical happiness, there is really as great a 
necessity of exchange, as there is of produc- 
tion. Indeed, as we have seen, without ex- 
change there would be but very little produc- 
tion. And this we always observe to be the 
fact. Rude nations, as our western Indians, 
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have scarcely any exchanges whatever be- 
tween themselves. They have no roads and 
no facilities for transportation. It is not until 
these are established, that nations begin to 
produce the comforts of life, and to enjoy! 
the blessings of civilization. 

And the case is the same with nations.' 
No nation is able to raise within itself one 
half of the productions necessary to its con- 
venience. It may have, however, peculiar 
advantages for producing some one or two 
articles of general necessity. These are com- 
monly called its staples. Now it is for tho; 
advantage of a nation, as well as of an indi- 
vidual, to devote itself to the production of 
that, which it can produce in the greatest 
abundance and with the greatest ease, and 
then to procure by exchange with other coun-. 
tries, those articles which it needs, but which 
they produce with greater ease and in greater 
abundance. The benefits in this ca&e are of 
the same nature as in the other. Each na- 
tion labors in that department of production 
that it chooses, and, at the same time, by so 
doing it is enabled, in greater abundance, to 
avail itself of the productions of every other 
nation. 
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Of the Natural Limit to Exchange. 

To these advantages of exchange there fs 
however a limit, within which exchanges are 
naturally restricted. This may be easily il- 
lustrated. Suppose that I raise wheat, and 
my neighbor raises corn. If each have special 
advantages for the creation of his own product, 
it will be for the advantage of each to procure 
the product of the other by exchange. But 
suppose that he charges me an exorbitant 
price for his corn, so that I can better afford 
to raise it than to give my wheat in exchange 
for it, I shall, of course, cease to procure it 
by exchange, and shall raise it myself. Or, 
again, suppose that I purchase a piece of land 
suited for the raising of corn, or discover a 
peculiar kind of manure, which will enable 
me to raise it as cheap as he can sell it to 
me, the exchange will again cease. And, 
thus, in general, exchange between two indi- 
viduals will always cease, as soon as either 
one is able by his own labor, to produce an - 
article cheaper than he can procure it by ex- 
change. 

And the case is the same with nations. 
When a community takes possession of a 
new and uncultivated country, their fijst pro- 
ducts arc the ammal and vegetable raw ma- 
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terial which it furnishes. There are neither 
the men nor the capital to be employed in 
producing any thing else. It is cheaper for 
such a community to procure the manufac- 
tures which it needs, than to make them for 
itself. Hence this is the kind of exchange 
most commonly carried on between two such 
countries. But, when, in such new country, . 
capital and men begin to increase, a portion of 
both may be devoted to manufactures. They 
will, naturally, begin with those which de- 
rive the greatest share ' of their value from, 
transportation, and which require the least 
outlay in their production. Such, for in- 
stance, are all kinds of heavy and ljulky iron 
ware. These lead to the manufacture of 
others, as capital and inhabitants increase ; 
and, just as fast as the new country becomes 
able to manufacture for itself, as cheaply as 
it can procure any article by exchange, it 
will, of course, do it, and the exchange, in 
that particular article, will from that time 
cease. As it grows richer, it will be able to 
manufacture other articles requiring for their 
production a greater amount of capital. Thus, 
it will go on until it have introduced all those 
for which it has natural advantages, and here 
it will, or here at least it ought to stop; for 
to go farther will be a disadvantage. The 
only reason for making a thing for itself, in 
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preference to procuring * it by exchange, is, 
that it can thus procure it cheaper; and 
wherever this reason ceases to exist, it is 
always better to procure it by exchange. 

Since there is so great an amount of ex- 
change which must of necessity be made, it 
is evident, from what we have said on the 
subject of division of labor, that there will be 
a great saving of labor, that is, the labor of 
the whole society will be much more produc- 
tive, if some portion of the community devote 
itself to the business of conducting exchan- 
ges. Thus, if Jhere were in a given town 
a hundred families engaged in the various 
kinds of production, and requiring for their 
own convenience a great many exchanges 
with each other, it would be a great saving 
of time and labor if some individuals should 
give up all other business, and employ them- 
selves entirely in the business of exchanging. 
They would then receive the various pro- 
ducts of the different producers, keep them 
on hand, and offer them in bartef to such as 
wanted them, and they would carry the pro- 
ductions of the town to a city, and exchange 
them for what might be wanted by their 
friends at home. It may be easily seen, that 
such an arrangement would be a great con- 
venience. 
I Such arrangements are always made wher- 



OF MERCHANTS. 107 

ever men are industrious and frugal, and hence 
have any thing to exchange. The men who 
thus employ themselves in exchanges, are 
called merchants. 

Merchants are generally divided into retail 
and wholesale merchants. 

Retail merchants purchase in large quan- 
tities of importers, or wholesale merchants, 
and sell again to consumers in such quantities 
as they may desire. In doing this, they 
greatly benefit all parties. The wholesale 
dealer could not afford to break open a barrel 
of sugar to sell a pound, unless he charged a 
very high price for his trouble. The consu- 
mer could not afford to purchase a bag of 
coffee, or a barrel of sugar, or a whole piece 
of broadcloth. And besides, a man is rarely 
a judge of the goods he wishes to purchase, 
and it is much better for him to use the skill 
of a good judge, than to attempt to judge fox 
himself. 

The wholesale merchant imports in large 
quantities from abroad, or purchases in large 
quantities from the manufacturer at hpme, and 
sells to the retail merchant, who, as we have 
said, sells to the consumer. The importance 
of this kind of labor in exchange is as evi- 
dent as the other. The retail merchant pould 
not import from abroad, in so small quantities 
as he wishes to purchase, unless with much 
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additional expense. One wholesale merchant 
could import as much as would supply a large 
number of retail merchants, and with but ve- 
ry little more labor than would be demanded 
of every individual who only imported the 
small quantity which he needed for his own 
sales. 

Tl he interest of the merchant requires that 
he should buy as cheap as possible, that he 
may sell as cheap as possible, for the cheaper 
he sells, the more numerous will be his cus- 
tomers. Hence, the wholesale merchant will 
export what he can export cheapest, will 
exchange his export where he can do it the 
most to his advantage, that is, where he can 
procure what is most wanted at home, and 
where he can do it at the lowest rates. So, 
the retail merchant knows that the better are 
his goods, and the cheaper the rate at which 
he sells them, the greater will be the num- 
ber of his customers, and the greater the 
number of exchanges which he will be able 
to make in a year. 

. Hence, we see that the real interest of 
the merchant and that of the whole commu- 
nity are the same. The retail merchant can 
beconle rich in no other way than by pur- 
chasing as cheap as he can, that he may be 
able to sell as cheap as he can ; for if he sell 
clearer than his neighbors, no one will buy 
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of him. And, so, the wholesale* merchant 
can grow rich in no other way, than by send- 
ing abroad what is cheapest at home, that is, 
what is least wanted here, and bringing b&ck 
what is dearest at home, that is, what is 
most wanted here. Thus, we see that if 
merchants conduct their business correctly, 
they cannot grow rich in any other manner, 
than by doing a real service to all the com- 
munity in which they live. 

EXERCISES. 

1. What would be the condition of the 
town in which you live, if all men were 
mere producers, and there were no exchange ? 
Will you describe it ? 

2. What would be the condition of this 
country, if there were no roads, no rivers, 
no boats, ships or steam-boats, no wagons, 
and no means for facilitating exchange ? 

3. What is the reason for supposing thai 
every man is designed to labor in the, pro- 
duction of one thing in preference to labor* 
ing in the production of several things ? 

4. What is the reason for supposing that 
every man is designed to use the produce 
tions of other men besides his own ? 

5. Illustrate by several cases the manner in 
which these two designs are accomplished* 

10 
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* 6. What is the reason for supposing that 
Afferent nations were designed to labor in 
different kinds of productions ? 

7. What is the reason why we. suppose 
that they were intended to exchange thei& 
with each other ? 

8. Are there any moral benefits resulting 
from this exchange between individuals and 
nations? If any, what are they ? 

9. Do not people and nations thus become 
dependent upon each other ? Is this an ad- 
vantage or a disadvantage ? - 

10. Which is the more independent, a 
eitizen of the United States, or a Hottentot 
of South Africa ? Which is in the more favor- 
able circumstances? 

1 1. Explain, by a case,, the natural limit 
of exchange between individuals. 

. , 12. Explain, in the same mariner, the na- 
tural limit of exchange between nations. 

13. Is there any necessity of attempting 
to do any thing either to hasten or retard the 

r time at which a nation will cease to exchange 
t any given product with another ? 

14. What would be the condition of the 
town, in which you live, if there were no 
merchants ? Can you describe it ? 

15. Would the articlesofliving.be then 
dearer or cheaper ? What would be the rea- 
6oii of the difference ? 
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16. How should we do when we wanted 
any thing which we could not make our- 
selves, if there, were no retail merchants? ' 

17. How should we do if there were no 
wholesale merchants ? 

18. Do merchants, that is, exchangers, 
really produce any thing ? 

19. How is it than that their labors are so 
beneficial to a country ? { i 

20. Can the real interests of the merchant, 
be separated from those of the manufacturer 
or farmer ? 

21. When will mercantile business be the, 
most profitable in a country, and when the, 
reverse ? 



CHAPTER II. 

J90MZ OF THIS PRINCIPAL FACTS IN REGARD 
TO EXCHANGE. 

1. In making exchanges with each other,; 
men proceed upon the principle of exchan- 
ging labor for labor. What .me ft can procure 
without labor they will give away without 
demanding labor for it. What they have to 
lAbor a day in order to procure, they will not 
exchange for any thing which they could 
procure by laboring half a day. And, thus, 
in general, when one product costs more 
s than another," it is because it requires either 
more labor or more skilful labor than the 
other to produce it. 

Here, however, we should always bear in 
mind the nature- and effect qf accumulated 
labor. If a man labor six months upon a 
wind-mill, this wind-mill represents the la- 
Jbor and skill of six months accumulated in 
one machine. If he use this mill for grind- 
ing flour, he is entitled not only to the price 
of his labor per day, but also to remunera- 
tion for the use of his accumulated labor. 
Now all machinery, all fixed capital of every 
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kind, rail-roads, canals, &c, are so many 
forms of accumulated labor. And it is mati> 
ifest, that for the use of this labor, as well 
as for the daily labor by which it is put intd 
operation, the owner is entitled to a fair re- 
muneration. And, also, it is evident; that if 
capital be left free and unincumbered, thifc 
kind of labor # will, by competition, be brought 
to yield, like every other capital, nt> morfc 
than its proper and fair recompense. 

While this, however, is true in general, it 
is also true that the exchangeable value of all 
articles is liable to sudden and limited varia- 
tions from the variations of supply and . de^ 
mand. In such cases, sometimes an articli * 
will bring more, and at other times less thai* 
the cost of the labor necessary to produce if; 
These, however, never can continue long^ 
and they, in the end, equalize and compen- 
sate for each other ; so that they do not* at 
all invalidate the general assertion, that 
when men exchange they exchange x>n tha 
principle of labor for labor. * 

2. The exchanger, or merchant, : confers 
no new value on a product, he only 6avefc 
, labor and time to the producer. The article 
which a merchant buys is not changed in 
any manner by his labor. He who sells 
pen-knives, or calicoes, or sugar, or coffeer, 
sells these articles just as he receives theni. 
10* 
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And so of the articles which he purchases to 
export in payment for them. He is neverthe* 
less performing a service of great advantage 
to the community. Were the farmer, who 
wanted a scythe, obliged to carry his wheat 
to the scythe manufacturer and exchange it 
himself, his scythe would cost ten times what 
it costs at present. The case is still strong* 
er, if he were obliged to go to Sheffield or 
Manchester to procure the hardware which 
ho 'wanted. Hence, although the merchant 
does not himself add any ,new value to his 
wares, yet, by reducing the cost at which 
they must otherwise necessarily be procured, 
he does as great service to the community 
as those who actually produce. He enables 
other persons to produce twice as much as 
they would be able to produce otherwise, 
and this is the same thing to the community 
as though he were the producer himself. 

3. Hence, it will be* seen that the more 
rapidly exchanges are made, the better it 
will be for the merchant and for the commu- 
nity. It will be the better for the mer- 
chant, because he thus, with the same capi- 
tal, makes a greater number of exchanges in 
a given time, and thus makes a greater annu- 
el profit, while he charges a smaller advance 
upon each exchange. And hence jt is bet- 
ter for the^community, because the less the 



FACTS IN HCOARO TO EXCHANGE. 115 

advance which he charges, the less is the 
price which they are obliged to pay for what 
they purchase. Thus we see, that in pros- 
perous times trade is brisk, that is, exchan- 
ges are made rapidly, and with, the greatest 
advantage to both parties. 

4. There are three circumstances on which 
the frequency and infrequency of exchanges 
depend. 

1. The intelligence of a people. Every 
one has a desire for the various means of 

.happiness which God has spread around him, 
if he know what they are, and how he shall 
obtain them. Every one who has read the 
voyages of the early navigators, must have 
seen how eager the inhabitants of the new- 
ly-discovered islands were to exchange, as 
soon as they beheld the various instruments, 
and tools, and ornaments of civilized men. 
And, thus, we see that newspapers, travel- 
ling, and all the means by which information 
is circulated, have a great effect in increas- 
ing the desire of men to improve their con- 
dition by means of exchange ; and that they 
are thus induced to labor more industriously, 
in order to procure something to offer in ex- 
change for what they want. 

2. Productiveness of industry. It is not 
enough that a man be desirous to exchange \_ 
he cannot gratify that desire unless he be able 
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to offer something to the other party which 
will be accepted in barter. If I desire a 
barrel of flour ever so much, I can never ob- 
tain it, unless I am able to offer to the flour 
merchant something which he will accept 
in exchange for his flour. Thus every one . 
knows that a rich man is able to make a 
great many more exchanges in a year than 
a poor man. A laborer who earns high wa- 
ges, can make many more exchanges in a 
year, than' a laborer who earns but low wa- 
ges. A farmer buys many more articles of 
comfort, that is, makes many more exchan- 
ges, in a productive than in an unproductive 
season. And thus, in general, every one 
must see that a rich country makes more 
exchanges, both internal and external, than . 
a poor country ; a prosperous, than a decli- 
ning country ; and the same country, in a 
period of successful, than in a period of un- . 
successful, industry. 

3. Moral character. Men do not always 
exchange their products at the same instant ; 
but one or the other frequently waits some 
time for the return which he is to receive in 
exchange for his product. This gives rise to 
a liability to dishonesty. And, besides, where 
men are dishonest, they will frequently cheat 
each other in the quantity or the quality of 
the article which they offer in exchange. 
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Now where these liabilities exist, they will 
greatly lessen the number of exchanges. No 
one, who can help it, will have any dealings 
with a rogue. Hence, when men are dis- 
posed to be rogues, exchanges will diminish. 
Laws are made to oblige rogues to act like 
honest men ; hence, when laws are just, and 
are well administered, exchanges will be more 
frequent than when they are unjust, partial, 
and unfairly administered. But every one 
must see, that on the moral character of a peo- 
ple, not only their personal honesty, but also 
the goodness of their laws, depends. Hence, 
we see that morality and religion are of the 
greatest importance, not only to success in 
production, but also to success in exchanges. 

And the same principles apply to our ex- 
changes with foreigners. If we treat them 
justly and kindly, and allow them all reason- 
able means for enforcing their rights,they will 
come and exchange their products for ours, in 
preference to going to another country where 
they would be less favorably treated. Thus 
we shall be able to procure, on the most 
favorable terms, whatever we need from other 
nations ; and, in this manner, reap the richest 
reward for our industry and moral character. 
A selfish, exclusive policy is as self-destruc- 
tive a policy for nations,as it is for individuals. 

And, if this be the case, we shall easily 
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determine what are the causes which naturally 
diminish the frequency of exchanges, or pro- 
duce a- stagnation of business. 

If the desire for any particular product 
diminish, the demand for it. will diminish ; 
hence, those who produce it, and those who 
keep it for sale, will be unable to sell it. 
Thus, the changes in fashion frequently de- 
stroy, in a short time, the entire demand for 
an article, which, a year ago, was in vogue. 
Or, the diminution of the intelligence of a 
country will, in due time, produce the same 
effect in exchanges generally. 

The diminution of production during a, 
single year will produce the same effect for 
that year ; and oppression, heavy taxation, 
or any thing which interferes witl\ produo 
tion, or diminishes the productiveness of 
human industry, ^rill accomjjlish the same 
result permanently. 

And, hence, we see that as a nation be- 
comes vicious, unjust or oppressive, such 
moral deterioration must produce a diminu- 
tion of exchanges in the same manner as it 
interrupts all other kinds of industry. And, 
hence, we see that success in exchange, as 
well as success in production, depends main- 
ly upon the intellectual^ and moral character 
of a people.' 

from what has been said, it will bo easy 
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to perceive, in what maimer a government 
can best promote the business of exchange. 
It is by promoting the intelligence and virtue 
of a people, by giving every facility for the 
increase of the productiveness of industry ; 
by encouraging, in every suitable manner, 
the establishment of roads, canals, rail-roads, 
and ,means of internal communication ; by 
rendering its harbors and coasts as easy of 
access as possible ; and by giving to foreign- 
ers every reasonable facility for the trans- 
action of their business when they come 
amongst us. 

. And, we see, also, what measures are, in 
their nature, most likely to diminish the 
number of exchanges. Such are duties on 
imports, or, in other words, adding to the 
price of every foreign commodity offered in 
exchange, obstructing the means of intelli- 
gence, refusing the necessary facilities for 
constructing means of internal communica- 
tion, imposing unnecessary disabilities upon 
foreigners, neglecting the condition of har- 
bors and coasts, and, in general, any course 
of measures by which the article offered in 
exchange is. rendered more expensive, or by 
which the person, who comes among us for 
the purposes of exchange, is denied any rea- 
sonable means for seeking his own interest 
or happiness. - 
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1. What is the reason that you pay more 
in New-York for a bushel of coffee than for a 
bushel of wheat ? Why more for an ounce 
of gold than for an ounce of silver ? Why 
more for an ounce of silver than an ounce of 
iron ? 

2. Suppose one man twists cotton with his 
fingers, and another twists it wtth a spinning- 
wheel. Explain the difference of their wages 
arising from the difference between accumu- 
lated and daily labor. 

3. One spins on a spinning-wheel, and 
another on a spinning machine ; explain the 
difference as before. 

4. Do articles become cheaper or dearer, 
as we use more or less of accumulated labor ? 

5. Is it wise or unwise in society to pro- 
tect men in the peaceable possession of the 
results of such labor ? 

6. What would a pen-knife cost you, if 
there were no merchant to procure it for you, 
and you were obliged to procure it for your- 
self ? What would a cup and saucer cost? 
What would coffee and tea cost ? 

7. A merchant in one town is worth a 
thousand dollars, and can sell this amount of 
products only once in a year ; a merchant in 
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another town is worth the same sum, and can 
sell this amount of goods four times in a year. 
Which of these will be able to sell at the 
lower profit, and of which will the people be 
able to buy on the better terms ? Explain 
the reason: 

8. A wholesale merchant brings a cargo of 
tea from China, and the whole time consumed 
in the operation is a year and a half. A rc- 

. tail merchant buys a few chests of tea, and 
sells it all in a month. Which of these is 
entitled to the higher profit on a single chest 
of tea ; and why ? 

9. Of what use to the exchanges of a 
country is the establishment of a post-office ? 
Why? 

10. I have heard of men who wefe desi- 
rous of wars for the purpose of promoting 
the prosperity of commerce. In what man- 
ner can wars benefit the commerce of any 
country ? 

11. In a season of scarcity, every thing 
sells for a great price ; is this a profitable sea- 
son for farmers or other producers ? 

12. Illustrate the reason why high moral 
character is useful to the commercial pros- 
perity of a country. 

13. The policy of China is exclusive, and 
considers all foreigners as barbarians who are 
entitled to no rights, but who are, allowed to 

11 
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come there merely by sufferance. Is this 
conduct of any advantage to the Chinese la- 
borers, or manufacturers, or merchants ? 

14. What effect should we expect the low 
price of cotton goods to have upon the linen 
manufactures ? 

15. Show in what respects the principles 
necessary te successful production, are also 
necessary to successful exchange. 

16. Has any policy been yet discovered 
more beneficial to a country than universal 
justice and universal benevolence ? 

17. Suppose we vary from this policy, 
what are the results which will follow ? 

18. What would be the effect upon the 
happiness of mankind, if every nation, in its 
intercourse with other nations, acted upon 
the principles of the Gospel ? 



Chapter m. 

OP EXCHANGES BY MEANS OF A METALLIC CUR- 
RENCY, OR MONEY. 

Section I. 

Of the Necessity of a Circulating Medium. 

We have thus far treated of exchange in 
general, and have shown that it is as neces- 
sary to the convenience and happiness of 
man as production, and that the convenience 
and happiness, of man require that a vast 
amount of exchange be incessantly carried 
on. We have also seen, that in this, as well 
as in the other; departments of labor, there 
is a great gain arising from the division of 
labor. In this manner, labor is rendered 
much more productive. But this is not all. 
We may also use an instrument, by which 
the productiveness of 'labor may be still fur- 
ther increased. This instrument is the pre- 
cious metals, or, as we in this case denomi- 
nate them, money. We shall, in the first 
place, illustrate the necessity of some such 
instrument. 
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I. Let us suppose that there were no 
money in use, but that all exchanges were 
to be made of necessity in kind, that is, aj> 
tide for article. 

1. In this case, the producer himself would 
be obliged to go in search of a purchaser. 
If a farmer were obliged to carry his wheat, 
corn, fruit, <fcc, about the country to find 
consumers, a large part of his time would be 
occupied in selling his products. 

2. But he not only wants to dispose of his. 
wheat, or rye, or beef, but, also, to procure, 
something else in exchange for it. He must, 
therefore, not only find a customer who 
wants wheat, rye, <fcc.,but one who can give 
him what he wishes in exchange for it. 
This will require a still longer time, and will, 
by so much, raise the price of the product, 
and diminish the profit of the farmer. 

3. But, he not only wants to exchange, 
but to , exchange in particular quantities, 
corresponding to the amount of the articles 
which he desires in return. This will render 
the transaction still more impracticable, and 
will still further raise the price of the articles. 

4. But the case is still worse where a man 
has not products, but labor, to offer in ex- 
change. In this case, he would not be able 
to work for the man who would give him the 
largest share of the product which he created, 
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that is, the best wages, but must work for him 
who produced the articles which he wanted 
for the support of his family. When he want- 
ed shoes, he must work for the shoemaker, 
when he wanted bread, he must work for 
the baker, when he wanted beef, he must 
work for the butcher, and when he wanted a 
house, what he would do I am unable to say. 

5. And, hence, there could be no division 
of labor. Every man must work at every 
business ; there could be no accumulation of 
capital, and society must remain in a savage 
state; as it actually is wherever men afe 
found destitute of a circulating medium, or 
money. 

II. And, now, let us see in what manner 
all these difficulties are removed as soon as 
a circulating medium is introduced. 

Suppose that men, instead of attempting 
to perform their exchanges in kind, should 
find out some substance which was universal- 
ly desired, and which every man, as soon as 
he had obtained it, knew that he could ex- 
change for whatever else he needed, it is 
of no consequence, for the present, what we 
consider this substance to be. Let it only be 
one that every one desires, in ail quantities, 
and at all times. It matters not whether it 
be salt, or iron, or gold, or silver, or copper ; 
if it be universally desired, it will answer a 
11* 
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very important purpose. If this were the* 
case, the farmer would first exchange his* 
products for this substance, and, as every one* 
wanted this substance, he might go at once 
to any one, and exchange it for whatever he 
needed. If it were a substance easily di- 
vided, he might, by disposing of a part of it, 
procure just such an amount of whatever he 
needed, as he might desire. 

Still more important would be such a sub* 
stance*to the laborer. He might now labor 
for whomsoever he pleased. It would be of 
no consequence whether he wanted or did 
not want the article which he produced. If 
he were paid in the substance iji general re- 
quest, he might, by means of it, procure for 
himself whatever he needed. 

And, as soon as such a substance came in- 
to universal use, we see that division of labor 
might be carried to any extent that might be 
desired. It would make no difference to a 
laborer whether he made pin heads, or nails, 
or knife handles, or horse shoes ; if he were 
only paid in the circulating medium, he could, 
by means of it, procure food, and clothing, 
and shelter ; he might accumulate it and buy 
for himself a house, and thus might as easily 
procure for himself all the enjoyments of life, 
by means of one kind of labor as of another. 

The advantages of having such a medium, . 
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<*r instrument for the purpose" of facilitating 
exchange, are so numerous, and the necessity 
of having something of this kind is so impe- 
rative, that all nations in the least civilized^ 
at a very early period of their history, have 
made use of some substance to apswer this 
purpose. It is said, that in pastoral nations, 
cattle and sheep were used for a circulating 
medium. This, however, would be a very 
imperfect instrument. At a very early pe- 
riod, as we learn from Genesis xxiii. 16, sil- 
ver was used as money in Palestine. Brass 
and iron were used by the Greeks and Ro- 
mans at first, but these were soon superseded 
by gold and silver, which are hence denomi- 
nated the precious metals. These are now 
used for the purposes of exchange through- 
out the civilized world. 

EXERCISES. 

1. In what respect is money like a loom, 
or a spinning-wheel, or a nail machine ? 

2. Give a description of an agricultural 
district into which the use of money had not 
been introduced. 

3. Give a description of a manufacturing 
district into which the use of money had 
not been introduced. 

4. Suppose that the use of money in any 
large town were abolished, describe the 
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change which* it would produce in thje con- 
dition of the inhabitants. 

5. What would be the effect upon the 
poor, of abolishing the use of money ? 



Section II. 

Of the Qualities necessary to that which is 
used as a Circulating Medium. 

The all-important qualification of what- 
ever is used as a circulating medium is, that 
it be universally desired as such. If this 
be the case, it will accomplish its purpose. 
Every one will receive it in exchange, and, 
hence, it will become the universal medium 
of exchange, that is, it will enable every one, 
by means of two exchanges instead of one, 
to perform the labor of exchange not only 
more perfectly, but also in incomparably less 
time. 

It is an additional advantage when the same 
substance is desired for the same purpose, not . 
only by one nation, but by all nations that 
have intercourse with each other. It is some- 
times convenient to send the precious metals 
in exchange as well as other commodities; 
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same t ** G same substances be «sed for the 
lino* pUr P°se, it will greatly facilitate the 
b "sine ss of national exchange. 
nece ' ^hile it is the fact, that all that is 
into SSar y in order to introduce a substance 
Un j Use as a circulating medium, is, that it be 
^ er ^-Wy desired as such ; yet, it is evi- 
^ ' *nat men would not universally select 
"We ^ 1Veu s nbstance for this purpose, unless it 
tr - r ® Peculiarly suited for it. Let us then 
w jj ln quite, what are the qualities which 
K! _** n aturally render any substance valua- 

i %£ his p^p 086 - 

to " " h.e cost of producing it should be liable 
sfl aS ^* t ** e fluctuation as possible. Were 
w} T er a n.d gold to vary in this respect like 
neat, they could not be used as money. A 
th? S ^^or in-a productive season, will yield 
nree times as much wheat as in a season of 
scarcity. 

, 2 - .It should be an article of high price ; 
tnat is, it should, within a small bulk, repre- 
® e P t a large amount of labor. Several days' 
labor are necessary to procure a piece of gold 
or a few drams in weight. The same num- 
ber of clays' labor would procure as mucb 
*ron as a man could carry. Hence, we can 
represent a large amount of labor hy a very 
small piece of gold. This saves great \abot 
ui transportation. 
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3. It should be a substance capable 6t 
division without loss of value. The precious 
stones are very costly, but their valuG is 
greatly diminished by division. And when 
once they have been divided, they cannot 
again be re-united. 

4. It should be of such a nature as to be 
easily distinguished from every other sub- 
stance. Its color, and weight, and lustre 
should be such that any person, at all ac- 
quainted with its appearance, fcould, in aa 
instant, detect a counterfeit. 

5. It should be as indestructible as possi- 
ble. Were it liable to decay, like vegetable 
or animal productions, no one would be will* 
ing to keep it, because its value would de- 
preciate, and, of course, no one would b6 
desirous of receiving much of it in exchange. 

6. As we are obliged sometimes to maka 
large, and sometimes small exchanges, it is a 
matter of convenience to use two substances, 
the one of a greater cost than the other, s5 
that when one would be too bulky we may 
use the other, and thus save the labor of un- 
necessary transportation. These seem to b6 
the principal qualifications which we should 
require, in any substances which we desired 
to use in the business of exchange. 

• Now, silver and gold possess all these qua- 
lifications. They are among the most costly 
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substances with which we are acquainted ; 
the cost of their production is remarkably uni- 
• form ; they are capable of the most minute 
division ; and after division the separate por- 
tions can be re-united without loss; their 
color and weight are such as readily on in- 
spection to- distinguish them from other sub- 
stances; they are not liable to decay, but 
will remain for ages with scarcely a percep- 
tible change in value ; and they hold such a 
proportionate value to each other, that the 
one may readily be used for large and the 
other for small exchanges. It is not there- 
fore remarkable, that in the earliest periods 
of civilization, they were selected for this 
purpose ; thai the use of them has extended 
to all nations, and that the demand for them, 
for this purpose, has been increasing to the 
present moment. 

And, hence, we see that like any other in- 
struments, gold and silver are used as a cir- 
culating medium, because they are found to 
aftswer the purpose which men desire to ac- 
complish. Men use a spade for the purpose 
of digging, because they can dig better with 
. it than with any thing else. They use money 
to facilitate exchanges, because they can thus 
save most' time and labor in exchanging. 
Men use spades without being commanded 
by governments to use them, and they used 
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money before it was ever ma4e a matter of 
governmental legislation. They would use 
spades whether a government commanded it- 
er forbade it ; and they would use money for 
the same reason. Hence, we see, that so far 
as all the important principles in this subject 
are concerned, the use of money is a matter 
as truly and as entirely aside from the con- 
trol of government, as the use of any other 
instrument. Men use it simply because they 
find it for their interest to do so, and for no 
other cause whatever. 

EXERCISES. 

1. Explain the reason why any thing, 
which was universally desired for exchange, 
would answer the purpose of money. 

2. Why would not a vegetable substance 
answer the purpose of money ? 

3. Suppose that the cost of producing gold 
-and silver was very variable, would it affect 
their utility as money ? 

4. It is said that Lycurgus enacted that 
the money of the Spartans should be made 
of iron. Was this wise or unwise ? The 
Romans, at one period of their history, used 
brass for money. Why could we not do the 
same at present ? 

5. Why could not pearls and diamonds be 
used for money ? 
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Section III. 

Some of the most important Facts respect- 
ing the Use of Money. 

1. The exchangeable value of metallic 
money is equal to the exchangeable value of ' 
the article for which it is exchanged. By 
this we mean, that, in exchanging wheat, or 
corn^ or iron, for money, we act just as we do 
in making any other exchange. We really 
exchange on the principle of labor for labor. 
If we exchange six ounces of silver for a 
barrel of flour in New York, it costs ^s much 
* labor to procure the silver and bring it to 
New York, as it did to procure the flour and 
bring it there. It costs about sixteen times as 
^ much labor to procure an ounce o^f gold as an 
' ounce of silver, and we receive only about 
one sixteenth as much gold as silver in ex- 
change for flour. Iron is procured at vastly 
less cost than silver, and were iron used as 
money, we should receive in exchange an 
amount corresfxmding to the ease of its pro- 
duction. 

Hence, when a man exchanges his product 
for gold or silver, he knows that he receives 
an article which possesses a positive and ao 
tual natural value, equal to that which he has 
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parted with, and, hence, since no one can pro- 
cure it on better terms than he can furnish it, 
he will always be able to procure for it the 
Same amount of value that it cost him. 

2. But while the cost of metallic money, # 
at any one exchange, is equal to the cost of 
the article for which it is exchanged, only a 
small proportion of all the values of the com- 
munity consists of money. A small amount 

of money is capable of executing a large 
amount of exchange. The reason of this is 
evident. First, all the articles in a commu- 
nity are not exchanged at the same moment. 
Hence, the same identical money may per- 
form the same office for an indefinite pumber 
of times. And, secondly, in many cases, ex- 
changes, especially large exchanges, are made 
in kind, and, hence only so much money is 
requisite as may make up the difference in 
the value of the articles exchanged. 

3. If this be the case, it is also evident, 
that in a given community, requiring a given 
number of exchanges, a certain amount of 
value in specie must be necessary in order to 
accomplish these exchanges. I say, a given 
amount of value, because whenever ex- 
changes are made as we have shown, the 

exchange is made really in value for value. 
Suppose exchanges to the amount often thou- 
sand dollars per day are to be made, and the 
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value of five thousand dollars, or five thou- 
sand bushels of wheat, or one thousand hun- 
dred weight of sugar, is necessary to execute 
them. If this amount of value, in the form of 
money, be devoted to this purpose, it is all the 
money that is wanted ; and a greater value 
devoted to this purpose could not be used. 
If the cost of producing specfe fell, there might 
be more money in circulation ; but its whole 
value would be the same as before, that is, 
two dollars might represent the same labor or 
value that one dollar represented before, and 
then two dollars would perform the exchanges 
that were before performed by one. 

If, however, from any cause, while the cost 
of precious metals in other places remained 
the same, a larger amount than was required 
were brought into this same community, while 
the exchanges to be performed were not in- 
creased, there would be more money than was 
required, and holders of money would overbid 
each other in buying what they needed. 
Prices would rise. Additional articles would 
be offered in exchange', ajid, as money was 
the most plentiful and the cheapest article to 
be offered, they would receive their payment 
in money instead of other products. This - 
would continue until the surplus was ex- 
hausted, and the amount of money in circula- 
tion was reduced to that point, at which it 
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was simply sufficient to answer the ordinary 
purposes of exchange. 

If, on the contrary, there occurred a great 
increase of production and a correspondent 
increase of exchanges, the money formerly 
employed would be insufficient to accomplish 
its purpose. Hence, it would rise in value, or, 
in other words, prices would fall. If products 
were low, that is, if persons from abroad could 
procure more in value by offering money in 
exchange, than by offering any thing else, 
they would bring it and make their payments 
in money. In this manner, prices would rise 
again, that is, the requisite supply of money 
would be absorbed from the surrounding 
country. 

Thus we see, that, where there is a real 
abundance of money, that is, a greater amount 
in value than is needed for the purposes of 
exchange, it will leave a country, and its place 
will be supplied by other products until it has 
arrived at its medium value. On the con- 
trary, when it is scarce, that is, when it holds 
a higher price than other products, it will flow 
in from other countries until the deficiency is 
supplied. In this manner specie is continu- 
ally panging from one country to another, as, 
from accidental causes, its value in propor- 
tion to other values undergoes yariation. 
And/ inasmuch as it is very easily and at 
12* 
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veTy small cost transported, these inequali- 
ties, if left to regulate themselves, very soon: 
prodyce an equilibrium of value between 
the precious metals and other products. 

4. We see that the annual productions of 
the earth must, under ordinary circumstauces,. 
rapidly increase, and as the means for trans- 
portation, both internal ana external, are, also,, 
with the progress of civilization, rapidly 
increasing, it is" evident that the amount of 
exchanges must, every year, be greater and 
greater. If the amount of metallic money 
were the same this year that it was ten years 
since, as the amount of exchanges is so much 
greater, each exchange must be made with a 
less amount of money, that is, the price of 
precious metals would rise, or, in other 
words, the price of all other products would 
fall, that is, there would be a gradual fall of 
prices from year to year. 

On the other hand, if there were brought 
into circulation an amount of precious metals 
greater than was sufficient to meet the in- 
creasing demand for exchange, the price of 
money would gradually fall, that is, the price 
of other things would rise. And, thus, in 
general, when production, and consequently 
exchange, increase more rapidly than the 
precious metals, money becomes dear, that is, 
prices fall ; and, on the other hand, when the. 
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precious metals are produced more rapidly 
than other articles of use, the price of money 
falls, that is, the. price of other things rises. 
Thus, upon the discovery of the mines of 
South America, the increase of the precious 
metals was much more rapid than that of the 
other productions for which they were to be 
exchanged. Hence, the money price of all 
articles rose rapidly, and continued to rise 
until the troubles in South America dimin- 
ished the production of the precious metals, 
and they again began to fall. And thus we 
see, in general, that the precious metals, or 
money, are subject to the same laws and liable 
to the same changes from supply and demand, 
as any other production ; and, that the only 
reason why their average value is more con- 
stant; arises, simply, from the fact, that the 
cost of their production has, thus far, been 
more uniform than that of other products. 
And thus we also see, that the variations 
in the supply and demand of the precious 
metals, as of any other products, will, if left 
alone, regulate itself. 

• EXERCISES. 

1. Why is a yard of broadcloth exchan- 
ged for five ounces of silver, and six or 
eight yards of cotton cloth exchanged for 
only one ounce ? 
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- 2. Why is a yard; of cotton cloth exchan- 
ged for so much less silver now, than it was 
exchanged for ten or fifteen years since ? 

3. Suppose mines were discovered from 
which gold could be procured at as cheap a 
rate as silver, what effect would this have 
upon the price of gold ? 

4. How much gold, in this case, would 
you receive for a barrel of flour, when flour 
was at the rate of six ounces of silver per 
barrel ? 

6. Suppose sugar were worth five dollars 
a hundred weight, at present, and from im- 
provements in mining, the quantity of sil- 
ver in the world were doubled in five years ; 
what would sugar cost in silver- at the end 
of five years ? 

6. Suppose that the amount of exchanges 
to be effected were no greater than now, what 
would be the difference in the value of silver? 

7. Suppose, that for any cause, the pro- 
portion of the precious metals to other pro- 
ducts were increased, what effect would this 
have upon the price of money and upon the 
price of other commodities ? 

8. Suppose, for any reason; that the pro- 
portion of the precious metals to other com- 
modities is decreased, what effect will this 
have upon the price of money and of other 
commodities ? 
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9. Is cheapness of money of any peculiar 
advantage, and, if any, what ? 

10. Is clearness of money, provided there 
be a sufficient amount in value to accomplish 
exchanges, any disadvantage ? 

11. Suppose, that in any particular place, 
money prices are higher than in the surround- 
ing country, how will the equilibrium be 
restored ? 

12. Suppose, that in any particular place,, 
money prices are lower than in the surround- 
ing country, in what manner will the equi- 
librium be restored ? 

13. In what essential respect do the pre- 
cious metals differ from any other products ? 



Section IV. 

Of the Nature and Limits of the Agency 
of Government, in respect to a Specie" 
Circulation. 

If the above principles be correct, it will 
naturally be asked, why should not every 
one be allowed to make money as well as 
any thing else, and why should money al- 
ways be made by government, and bear the 
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iharks of the government upon it ; and why 
should it be a crime for an individual to use 
these marks ? 

' To these questions, the present section is 
intended to give an answer. 

/ And, "first, let us observe that money is not 
the only article which has a government 
mark upon it. Did you never observe that 
every barrel of flour, or of beef, or of pork, 
has a mark upon it, designating its quality 
and the name of the producer ? This mark 
is not put upon it by the maker himself, but by 
an agent of government, called an inspector. 
Now, the reason of this is evident. Were 
every one who buys flour, obliged to try it in 
order to know its quality, it would take a 
great deal of time, and waste a great deal of 
flour. It would be still worse with beef and 
pork. Hence, it is good economy to appoint 
some one to perforrii this examination once 
for all ; and to put such a brand upon it, that 
every one may know, as soon as he sees it, 
what sort of flour it is. This saves both 
time, and labor, and value. And, to render 
this universal, the government obliges all 
flour to be inspected, and appoints a person 
duly qualified to inspect it. It would be of 
no use to have every one inspect his own 
flour, because since he would be exposed to 
*fc> great temptation to dishonesty, he might 
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mix bad flour with good, or put into a barrel 
a less amount than is required, or, in a hunr 
dred ways, cheat the consumer. Hence, w$ 
see, that although every one owns his own 
flour, and although flour is, in every respect^ 
an article of merchandise, yet a great advao* 
tage arises from having some mark upon it t 
by which the buyer may know the quality 
and the quantity of what he buys, as sooa 
as he sees it. 

The case of money is precisely similar, 
If every one were perfectly honest, and, also, 
thoroughly acquainted with the manner of- 
working silver and gold, and would make 
money of uniform size and weight ; every 
one might as well make gold and silver intp 
money as the government. But, inasmuch 
as every one is not perfectly honest, if this 
were allowed, we should be obliged to weigh 
and test every piece of money that came kw 
to our hands, and hence, we should all be 
obliged to become expert chemists. Thi? 
would be an interminable business, and would 
besides give rise to great imposition. Wer? 
every one allowed to coin money, it woulcj 
be as necessary, therefore, that some inspector 
should stamp it, as that an inspector should 
brand the barrels of flour. But as this woul4 
be making the business unnecessarily com?* 
plicated, the government appoints inspector^ 
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or officers of the mint, who both purify and di- 
vide accurately all the precious metals that are 
brought to them, according to the laws made 
for this purpose, and then put the stamp of 
the government upon them, by way of certi- 
ficate that all this has been done. For in* 
etance, the dollar is required to contain sev- 
enteen pennyweights and six grains of silver. 
Now whenever we receive a piece of silver, 
marked "one dollar," with a stamp of the 
United States upon it, we know that we re- 
ceive this amount of silver, just as when we 
buy a barrel of flour properly inspected, we 
know that we receive a given amount and 
quality of flour. In both cases, we are saved 
the trouble of making the examination our- 
selves, and it is done for us much better than 
we ourselves could do it. 

Thus, suppose a merchant sent a cargo of 
merchandise to Africa, and exchanged it for 
gold dust ; or a cargo of flour to South Amer- 
ica, and exchanged it for silver in bars. He 
might exchange this gold dust or this silver 
with any one who wanted it, without having 
it coined, if he chose \ but, then, the purcha- 
ser would be obliged to weigh and test it for 
himself. If, however, the owner preferred 
to have • it in the form of money, he would 
take it to the mint and they would purify it, 
and divide it into such pieces as the law di 



AGENCY OF GOVERNMENT; 145 

rects, and stamp it with the mark of the Unir ' 
ted States, that is, they would coin it for him, 
and return v it to him again. He could then 
nse it as money ; that is, every one would 
take it in payment, without the trouble of 
testing and weighing it. Thus we see the 
officers of. the mint perform the same duty 
that is performed by the inspector of flour, 
or the inspector of beef, or pork, or mackerel. 
But, supposing a government thus to as- 
sunrethe business of coining money for in- 
dividuals, it may be worth our while to* 
inquire, upon what principles they should 
proceed, in order in the best maimer to ac- 
complish this object. - ' 

1. They should take every precaution to 
preserve the coin of uniform purity. If they 
did not do this, there would be no safeguard 
against imposition, and we should be obliged, 
after all, to test it ourselves. 

2. The pieces of the same denomination 
should be all of uniform weight Were this 
otherwise, the same inconvenience would 
arise as in the former case. 

3. It should be divided into pieces of such 
size as will afford the greatest facilities for 
exchange, and as, can be most easily enu- 
merated. 

4 It should be of such a form as will be 
13 



146 AGENCY OT GOVERNMENT. 

most convenient for counting, and for trans- 
portation. 

5. It should be so ornamented as to pre- 
sent the greatest obstacle to counterfeiting,. 
# and should be so far covered with ornament, 
that no part of it could be fraudulently re- 
moved without discovery. 

These are the most material circumstan- 
• ces, to which it is proper that a government 
should attend, so far as a metallic currency 
is concerned. Men use money in exchange, 
because of its convenience. They confide 
the 'coining of money to the government, in 
order to increase that convenience. They 
confide to it the power to do the things above 
specified, and nothing more. And, if a gov- 
ernment do any thing else, not comprehend- 
ed within the above-named principles, it is 
tyranny. 

Hence, we see that governments have no 
right to prohibit the exportation of money, 
or take any other measures in respect ' to it, 
from the fact that they coin it; any more 
^than they have to interfere with the expor- 
tation of flour, or pork, or mackerel, because 
they inspect it. 
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EXERCISES. 

1. What would be the result, if every one 
coined money for himself? Give an illus* 
tration. 

2. Suppose that money were coined by 
individuals, and inspected by an agent, what 
would be the disadvantages of having such 
an arrangement ? 

3. Explain the advantages of confiding 
this work to the agents of government. 

4. Does the confiding of this power to 
government give them any other power over 
money ? 

5. Suppose some of the coin were pure, 
and some of it impure, what would be the 
disadvantage ? 

6. Would not the stamp of the govern- 
ment make it all equally good ? 

7. Suppose some of it were of half the 
legal weight, would not the stamp of the 
government render it of the same value as 
if it were all of the same size ? Why not ? 

8. Suppose we had pieces of money of 
various irregular fractions of a dollar, as 93, 
76, 49, 33 cents, &c. what would be the 
disadvantage ? 

9. Suppose we had our money in the form 
of small globes like marbles, would it be an 
advantage or a disadvantage ? Why ? 
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10. What is the need of employing the 
best artists in the country, at very high 
wages, to make the dies for stamping the 
pieces of money ? Why would they not an*- 
swer just as well if they were plain ? 

11. You observe that the edge of most 
pieces of silver or gold is indented with 
small marks, called milling ; what is the use 
of this ? 



'CHAPTER IV. 

0* KCHANQE BT MEANS OF A PAPER CtTR- 
RENCY. 

Section I. 

The Nature of Banks. 

We have thus fa£ considered money simply 
as metallic currency. But, in this country, 
and in some others, 'a great part of the cur- 
rency is not metallic, but paper money. This 
paper money seems commonly to answer all 
the purposes of specie ; nay, it would seem 
that it answered a better purpose, inasmuch 
as when men are able to receive at the banks 
either paper or specie at their option, they 
commonly prefer paper. Almost any one 
would prefer, in ordinary times, to receive a 
hundred dollars in good bank notes, to receiv- 
ing them in silver. Now the reasons of this, 
and the effects which such a change pro- 
duces, are to be considered. We shall, in 
the present chapter, endeavor to explain this 
subject in as simple a manner as possible. 
13* 
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1. Of Banks as Institutions of Deposit. 

Suppose there were no banks, and all pay- 
ments were to be made in specie. In this 
case, every merchant would be obliged to 
keep on hand a large amount of specie, in 
order to transact' his ordinary business ; he 
would be obliged to occupy much time in 
counting it, and to employ much labor in 
transporting it from place to place. In this 
manner, also, the wear and tear of the specie 
would be very considerable. 

But these inconveniences might be easily 
obviated by division of labor. Suppose sev- 
eral merchants to unite and employ one per- 
son to be a banker for them. They would^ 
deposit their specie with him, and when anjr 
one of them wished to pay any money, he 
would merely give to his creditor an order, or 
check, upon the banker. The banker keep- 
ing a regular account with all his customers, 
would not be obliged to count out the money, 
but would pass the amount of the check to 
the credit of the one, and charge it to the ac- 
count of the other. Thus, merely by writing 
a few lines, the whole transaction would be 
settled. This would save a vast amount, 
both of time and labor, and enable one per- 
son to perform with ease, the work which 
must otherwise be done by fifty or a hun~ 
dred. It may also be easily seen, that, if 
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there were several banks which did business 
with each other, receiving checks on each 
other in payment, this convenience would 
be still further increased. In this respect 
banks, as institutions of deposit, are of the 
same use to a community as any other labor- 
saving machines. 

2. But banks are also established for the 
purpose of loaning money. The 'way in 
which this is accomplished is this. Suppose 
fifty persons have each a thousand dollars, 
which they are desirous of loaning. They 
have, however, but little time to attend to it 
themselves, and they do not know the per- 
sons who wish to borrow ; nor> if they knew 
the persons, are they acquainted with their 
circumstances. Now it would be a conve- 
nience to both parties, if some persons were 
to receive this money, loan it to responsible 
individuals, collect the interest and pay it to 
the owners. For this labor they would, of 
course, receive a fair remuneration, but they 
would save to the owners of the money- 
vastly more in ' time, and labor, and risk, 
than the cost of their remuneration. 

The way in which this is generally ac- 
complished is this. If a bank is to be esta- 
blished to loan a hundred thousand dollars, 
this whole sum is divided, say, for instance, 
into a thousand portions of a hundred dollars 
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each. Any one then engages to take as 
many of these portions, called shares, as he 
pleases. If ho washes to employ a thousand 
dollars, he takes ten shares. The owners of 
shares pay in their money, and when it is 
all paid in, there are a hundred thousand 
dollars collected, and ready to be loaned to 
any one who wishes to borrow. At regular 
times, the profits are divided, and are called 
dividends. The shares are called stock. If 
a man wishes to withdraw any of the money 
which he has thus invested in the bank, 
% he finds some one who will purchase his 
shafes or stock, and then, this other person 
becomes the stockholder, or, in other words, 
he puts into the common fund as much as 
the other took out. This transfer, or sale 
of stock, is taking place every day in pla- 
ces where banks or any other such compa- 
nies are established. 

Suppose a bank were thus established, and 
you wished to borrow a thousand dollars. 
The bank would give you either a thou- 
sand dollars in specie, or in its own bills, 
payable in specie, on demand. If the bills 
were every where as good as specie, you 
would prefer them on account of their light- 
ness, less bulk, and general convenience: 
Most other persons would do the same 
Hence, in a short time, the bank would have 
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in circulation as much paper as it had specie 
in its vaults. In other words, almost all the 
money in actual circulation would be papei 
instead of specie. Thus, the banks would, 
in fact, have substituted paper money for 
metallic money. 

And it is easy to see that these bills may 
be equally as good and as safe as specie. 
Suppose a bank were established with a cap- 
ital of a hundred thousand dollars in specie, 
and that it commenced with this sum in its 
vaults. Were it now to loan to good individ- 
uals a hundred thousand dollars of its bills, it 
would receive in return for these bills, notes 
from its customers of an equal amount, that 
is, a hundred thousand dollars. But it still 
retains the hundred thousand dollars of specie, 
hence, it has a security against loss to the 
holders of its bills, amounting to two hundred 
thousand dollars, that is, a hundred thousand 
in specie, and a hundred thousand in good 
notes of individuals, that is, it has a security 
of two to one. So that if all its specie were 
stolen, its notes, if good, would redeem the 
bills in circulation. If all its debtors failed, 
Jhe specie would also redeem them. 

But it may be perfectly safe without so 
great a security. Its bills can never all be 
presented at once, hence it need not have 
always on hand enough specie to pay them 
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all at once. Its debtors cannot all be expect* 
ed to fail, hence, some reliance may be pla- 
ced upon the payment of their notes in order 
to enable it to hieet the demands that may 
be made against it. Hence, it will be safe, 
if it have always such an amount of specie in 
its possession as will enable it to meet every 
demand that may be made ; and a sufficient 
capital to insure the holder of the note against 
any loss fyom the failure of the debtors of the 
bank. If these conditions be observed, the 
bills of the bank will always be as good, in 
payment of debts, as specie. And, besides, if - 
this be done, it is evident that a large portion 
of the specie will become useless, since its 
place has been supplied by another kind of 
currency, that is, paper. Hence, suppose there 
were wanted in every .country twenty mil- 
lions of dollars to accomplish its exchanges, 
if the exchanges were made with paper in- 
stead of specie, there would be wanted not 
this amount of specie, but. only so much 
specie as would be sufficient to render the 
paper equivalent to specie ; that is, to re- 
deem it on demand. Thus, the whole twenty 
millions might consist, in fact, of five mil- 
lions of specie and fifteen millions of paper. 
And this, as we have seen, might be made to 
answer the same purpose as twenty millions 
of specie. 
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1. Suppose in a given town there were no 
banks and no paper money ; explain the con- 
veniences and inconveniences of such an ar- 
rangement. 

2. Suppose there were neither banks nor 
bankers to conduct the exchange between 
different towns, what inconveuiences would 

.result? 

3. Explain the manner in which banks, 
as institutions of deposit and exchange, re- 
move these inconveniences. 

4 What do you mean by giving a check 
en a, bank ? 

5. Why cannot every person give a check 
on a bank ? 

6. What is the convenience arising from 
making payments in checks, instead of pay- 
ing directly in money ? 

7. Why is there more money to be loaned 
when a bank is established than when there 
is none ? 

8. Suppose you and fifty of your friends 
were about to establish a bank ; how would 
you proceed ? 

9. Why could you not establish a*bank 
without money ? 

10. Suppose you had bought a thousand 
dollars worth of bank stock, and you wished 
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to-morrow to buy some land with it ; how 
would you withdraw it ? 

11. Why do people generally prefer paper 
money, if it be good, to specie ? 

12. Suppose this money, however, would 
not be redeemed in specie, which should you 
prefer ? 

13. What would the paper be worth, if 
you could not procure specie for it ? 

.14. What must be the condition of a bank, 
in order to render its paper perfectly safe ? 

15. May a currency be perfectly safe which 
consists partly of paper and partly of specie ? 
Explain how this can be. 

16. Do banks increase the capital of a 
country? 



Section II. 

Of the Utility of Banks. 

In the preceding section I have endeavored 
to illustrate the nature of banks,as institutions 
of deposit and exchange ; as institutions of 
loan, and as institutions of circulation, that is, 
as furnishing in fact, the circulating medium 
of a country. In the present section, I shall 
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attempt to show their utility in each of these 
respects* 

1. Of the utility of banks, as institutions 
of deposit and exchange. 

In this respect, as I have before remarked, 
banks are merely institutions for the saving 
of labor. Were there no banks of deposit, 
every man must be his own cashier, that is, 
must count every dollar which he received 
and paid out, and he must keep a bank in 
his own house or store. But if several men 
put their money together, and keep it all in 
one place, one person can very easily do all 
this for them. The banker keeps an ac- 
count of how much every one puts in, and 
of how much he draws out, and thus, every 
man knows exactly how much he has in the 
bank without the trouble of counting, and he' 
is never under the necessity of counting, 
unless he wishes to take money out for the 
purpose of paying some one who has no ac- 
count at the bank. But, between persons 
who keep their accounts at the same bank, 
there would be scarcely any necessity of 
counting at all, except when money was at 
first deposited or at last removed. * 

And if banks kept accounts with each 

other, the same convenience would be farther 

extended. In this case, they would be able, 

by exchanging checks and drafts with each 

14 
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others to settle the business of their custom- 
ers without counting. In'this manner, seve- 
ral banks might serve the same purpose as 
one large bank ; and Would, in some respects, 
be even more convenient. 

This saving of time and labor is a matter 
of very great importance in a commercial 
community. Without it, at the present % day, 
it is impossible to conceive in what manner 
the pecuniary transactions of a large com- 
mercial city could be effected. 

2. The utility of banks, as institutions of 
loan. 

Every one must see that it is of very great 
consequence to a young tradesman or me- 
chanic, to be able to procure a small amount 
of capital to commence, business with. A 
poor widow, who is unable to labor, if she 
can only borrow a few hundred dollars with 
which to* purchase threads and needles, tapes, 
doth, &c. sufficient to furnish a little shop, 
cau', frequently^ not only pay the interest of 
the money, but also support her family, and, 
in a few years, pay off th % e whole debt and 
have her stock in trade all her own. A skil- 
ful and industrious mechanic, who is able to 
perform any part of his trade, if he have no 
capital, must work at journeyman's wages j 
and thus, although he may be able to earn 
a comfortable living, will have but a poor 
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chance to get forward in the world. If he 
can borrow a few hundred dollars with which 
to purchase tools and stock, he can easily set 
up for himself, and thus render his labor far 
more productive. He will be able, not only 
to pay interest for his borrowed money, but, 
if he be frugal, will soon be able to pay it 
all back, and to go on increasing until he 
becomes a rich man. The case is the same 
with a young merchant. If he can procure 
no capital, he must be all his lifetime a clerk, 
and will earn nothing but clerk's wages. 
But if he can obtain capital, even though it 
be but a little, he may open a store, and will 
thus have an opportunity of becoming rich. 

Nor is this all. Supposing a young man 
to have entered upon business, he will fre- 
quently find, if he have established himself 
in a good situation, that he could profitably 
do more business than he is able to do upon 
his present capital. If he can borrow a sum 
of money in order to enable him to extend 
his business, he can afford to pay interest for 
the money, and realize a handsome profit 
besides; 

Hence I think it evident that it must be 
greatly for the benefit of the industrious 
classes, for such arrangements to be made, 
that they may, as extensively as possible, 
have th* .benefit of the use of capital. By 
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thus doing, every one will be enabled to em* 
ploy his industry and skill to the best advan- 
tage, and will thus be enabled, in the best 
manner, both to benefit himself and to in- 
crease the means of happiness of others. 

But, on the other hand, there are many 
pesons who possess considerable amounts of 
capital, who cannot, without great inconve- 
nience, devote their attention to the business 
of loaning it. Sometimes a man in business 
has more capital than he wishes to employ in 
his particular occupation, and would be will- 
ing to lend it, but he does not know who 
wishes to borrow it ; and those who wish to " 
borrow it, do not know that he is willing to 
lend it. Hence, this capital remains, for a 
long time, doing no good to either party, 
from their ignorance of the wishes of each 
other. 

Again, much capital is in the hands of 
widows and minors, who know nothing re- 
specting the business of loading, and who, if 
they could not lend it, and live upon the in- 
terest, must live upon the principal. Hence, 
they would soon come to poverty, and this 
capital would be wasted. 

Besides this, there is a very large class of 
persons who are paid for their labor simply ; 
such as journeymen, day laborers, lawyers, 
physicians, clergymen and various other per- 
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sons, who cannot employ their surplus earn- 
ings in the business in which they are en- 
gaged. To such persons, it would be a 
great advantage if they were able to collect 
their earnings, from time to time, where they 
would both be kept safely, and yield an 
annual interest. 

Now if we reflect for a moment, we must 
see that the amount of capital in the hands 
of such persons must amount to a very large 
aggregate sum. To such persons themselves, 
it must be a matter of great importance to 
render their capital as productive as possible. 
To the community at large, it must be of 
great importance to have this capital em* 
ployed, because, by means of it, if it be ju- 
diciously loaned, a great number of industri- 
ous persons may be furnished with the means 
of improving their condition, and of thus 
becoming vastly more useful members of * 
society. * 

Now, banks, as institutions of loan, ena- 
ble both of these classes to be of service to 
each other. First, they furnish a place in 
which all these portions of capital, which 
would otherwise be useless, are collected and 
loaned to advantage. ( If a man have a hun- 
dred dollars to spare, he may buy a share 
worth a hundred dollars in a bank, and his 
money is immediately at interest, and itcon- 
14* 
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tinues at interest until he withdraws it, that 
is, until he sells his share. In this manner! 
every person of every amount of property, 
and in whatever business, is able, at once, to 
put his money at interest, and keep it at in- 
terest as long as he pleases. The amount 
of capital that is thus saved is almost incal- 
culable. 

But, in the second place, banks having col- 
lected this money, it is at once known where 
money may be borrowed. Hence, he who 
wishes to procure it, is not obliged to waste 
his time in inquiry, but may immediately go 
to the place where loans may be had. Any 
young man of good character and industrious 
habits, who can procure endorsers, or person? 
who are willing to insure the payment of his 
note, may thus be enabled to procure loans, 
by which he may carry oi^his business. Or, 
if he be not able to do this, the bank enables 
it tg be done in another way. If the bank 
loan the wholesale dealer, the wholesale deal- 
er is enabled to furnish the retail dealer with 
stock on credit, and thus he is enabled, with 
the same result, to accomplish his purpose. 

In this manner, banks enable aH the capital 
in a country to come into use, and enable 
those who need it to obtain the use of it. How 
greatly this must tend to increase the produc- 
tiveness of a country, and how greatly it must 
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tend to improve the condition of the skilful 
and industrious, it is unnecessary to explain. 
And, hence, we must all see the unreason- 
ableness of the prejudice often entertained 
against banks, simply as banks. A bank may 
be badly managed, or the directors of a bank 
may be dishonest, and so may men in any 
other occupation. But this is no more a rea?- 
son why we should have no banks, than it 
would be why we should have no houses, be- 
cause carpenters, as well as otl/er men, may 
sometimes cheat us. 

3. Of the utility of banks as institutions 
ef circulation; that is, of the*benefit arising 
from the substitution of paper for specie, as 
the circulating medium of a country. 

The benefits in this respect are chiefly 
these. First, paper money is more conven- 
ient. It can be transported with less labor 
and less risk. It is not so easily stolen, and, 
if stolen, it is more easily identified and re- 
covered. For this reason, it is- so much more 
generally used, so long as it retains its par 
value, that is, so long as it is at any moment 
exchangeable for the specie 4 which it repre- 
sents. 

But, secondly, it is more economical. t Sup- 
pose, as I have said before ? that twenty mil- 
lions value be required to accomplish the 
exchanges of a country ; and that this can be 
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done by five millions of specie and fifteen 
millions of paper, we then use an instrument 
that costs five millions instead of one that 
costs twenty millions, that is, we gain fifteen 
millions by the use of paper. This fifteen 
millions may be sent abroad in exchange for 
other commodities, will employ a large amount 
of labor, and will add just the same as any 
other fifteen millions to the annual productions 
of a country. It is just the same as if a man- 
ufacturer owned an instrument worth twen- 
ty dollars, which he sold for this sum, and 
bought an instrument for five dollars which 
would answer the same purpose. He would 
then have fifteen dollars which he might 
devote to other improvements, or which he 
might employ in otherwise enlarging his 
business. 

The manner in which this exchange takes 
place deserves to be considered. It is briefly 
as follows. I have already remarked, that, in 
order to accomplish the exchanges of a given 
community, a certain amount of value is re- 
quired, and that no more than this value can 
be employed. If a greater amount of cur- 
rency be employed, the value of the whole of 
it will remain the same, and) of course, that 
of the portions of it will be relatively dimin- 
ished. That is, if only a thousand dollars are 
needed, and we employ two thousand, the 
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whole two thousand will be worth no more 
than one thousand. 

Now, it matters not what the currency is, 
whether paper or specie, the same result 
follows. If the necessary amount be twenty 
millions of specie, and we add twenty millions 
of paper, of the same value as specie, we have 
forty millions of currency. This must reduce 
its relative value, and money will be the 
cheapest article in the market. It will, there- 
fore, be exported. But as we cannot export 
the paper, the exportation must be in specie, 
and, hence, it will leave the country until 
the equilibrium is restored ; that is, until the 
price of money bears its natural relation to 
the other products for which it is exchanged. 
In this manner, we find that as soon as paper 
money comes into use, metallic money is ex- 
ported, and the currency of a country becomes 
mixed, that is, it is commonly paper, with 
only sufficient specie to give to the paper its 
par value, that is, to render every paper dollar 
redeemable on demand in specie. And, so 
long as the paper and the metallic money 
bear this proportion to each other, a currency 
may be chiefly paper, and yet be perfectly 
sound, and accomplish the purposes of ex- 
change in many respects better them specif 
and at a considerably less expense. 
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banks receive on deposit from laboring per- 
sons fourteen millions sterling, for which they 
pay interest, and loan it out again at interest, 
to those who need it. Explain the advan- 
tage of this arrangement to those who loan 
the money to the banks. Fourteen millions 
sterling is nearly seventy millions of dollars. 

7. Explain the advantage of this arrange- 
ment to those who wish to borrow. 

8. Explain the reasons why you prefer 
paper money to specie if you are travel- 
ling, or even in the ordinary transactions 
of business. 

* 9. Which would be the most convenient 
to send in payment to New-Orleans, specie 
or paper money ? 

10. Explain, in your own language, the 
reason why paper money is more economical 
than specie ; and show, also, how great this 
advantage in any case .can be made. 

11. Explain the reason why- when paper 
money comes -into use, a portion of the 
specie leaves a country in exchange for other 
products. 

12. Why could not all the specie thus be 
exported ? 

13. What amount needs to be retained, in 
order to keep the currency sound ? 
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Section III. , 

The Disadvantages to which a Paper Cur- 
rency is exposed. 

In the preceding section, I have endeavor- 
ed to explain the benefits of banks to a com- 
munity. It would be, however, very strange, 
if against these advantages there were not 
set over, on the other hand, some serious 
disadvantages. These requife to be consid- 
ered, that they may, in so far as possible, be 
guarded against. 

The principal disadvantages to which a 
paper currency is liable, are two, 1st, Fraud, 
and 2d, Fluctuation. 

1. Fraud. A bank bill is not specie, but 
a promise to pay specie. Now this promise 
may be forged. In this case, the bill is worth 
nothing, because the individuals whose name 
it bears, never made the promise. This ren- 
ders it incumbent upon the directors of bank- 
ing institutions to take all possible care to 
prevent forgery. If they *do not take this 
care, no one will take their bills when they 
are not forged, and, hence, they will be event- 
ually the greatest sufferers. 

But, besides this, a banking company may 
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issue bills when they have no capital with 
which to redeem them, or they may loan 
them to individual stockholders, who are 
unable to pay their notes. In this case, the 
public has no guaranty for payment, either 
in the capital of the bank, or in the notes 
which the bank holds against individuals. 
Hence, when payment of its bills is demand- 
ed it must fail, and the creditors find that 
there is nothing with which to redeem its 
pledges. Here a great loss falls upon the 
holders of the bills. 

This is axf evil against which the only se- 
curities are, the pecuniary ability and the 
moral character of the banking company, 
and such legislative enactments, as impose 
upon stockholders a just and equitable re- 
sponsibility, and subject them to such a su- 
pervision as will most readily detect fraud. 

2. Another disadvantage to which banks 
are exposed, is Fluctuation in the amount, 
and, of course, in the value of the circulating 
medium. 

We have already seen that the silver and 
gold have a natural price, which is, the cost 
of the production of them at the mines. 
Hence, their price is not liable to much fluc- 
tuation, nor within short periods can the re- 
lative value which they bear to other pro- 
ducts, be subject to great variation. But, it 
15 
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is evident, that paper money has no natural 
price by which its production can be regula- 
ted. If the institutions which issue paper 
money, or, in other words, loan their own 
bills, loan an excessive amount, this will de- 
preciate the value of the whole currency, 
both specie and paper in the country. As 
soon as money is the cheapest article, it will 
be exported, and, as paper cannot be export- 
ed; the exportation will be specie. Thus, 
the country will be left with a much larger 
amount of paper and a much smaller amount 
of specie than formerly. This will endan- 
ger the safety of banks. In order to save 
themselves, they will discontinue their loans, 
and thus, the whole amount of currency, 
from being excessively plentiful, becomes ex- 
cessively scarce, that is, the price of money 
rapidly rises, and persons who made engage- 
ments under one condition of the currency, 
are obliged to meet them under a very differ- 
ent condition. This gives rise to great em- 
barrassments, and frequently to losses and 
failures, and even, sometimes, to a general 
crash of mercantile credit. 

The remedy to these evils is to be found 
only in the inculcation of sounder views, 
and in greater financial skill on the part of 
merchants and bank directors. If men vteie 
content to grow rich somewhat more slowly 
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they would grow rich much more surely. If 
they would use their capital within reasona 
hie limits, and transact with it only so much 
.business as it could fairly control, they would 
be far less liable to lose it. Excessive pro- 
fits always involve the liability of great 
risks ; as, in a lottery in which there are high 
prizes, there must be a great proportion of 
blanks. * 

Besides this, something could be done to 
diminish this fluctuation by increasing the 
'proportion which specie must bear to paper 
in the whole amount of a circulating medi- 
um. This could be done by the exclusion 
of small bills from the circulation. If no 
bills were issued of a less denomination than 
five dollars, the amount of metallic money 
jalways in use would, probably, be doubled 
or trebled ; and it would be scattered abroad 
in the hands of all classes of the people. 
This would render the amount which at any 
time might be exported, of lesfe relative im- 
portance to the whole amount in the coun- 
try, and would enable the banks to take mea- 
sures in time, to prevent so great and so ru- 
inous a fluctuation as frequently occurs. 

But, with all these disadvantages, the con- 
venience of paper money is found to be so 
gyeat, tjjat, in all countries where exchanges 
are multiplied and business is active, it is 
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very soon to a great extent adopted ; and, 
when once it has been adopted, the currency 
cannot be brought back again to its former 
state. Such is the condition of this coun- 
try. Men, here, manifestly prefer paper 
money to gold and silver, because, . when, 
they may have either, they always choose 
the former. 

Now, such being the fact, the government 
has nothing to do with this choice, any more 
than with that in which men preferred gold 
and silver to cattle and herds, for a circula- 
ting medium. Its only business is, to enact 
such laws as will enable this circulating me- 
dium which the people have chosen, in the 
best manner to accomplish the purpose for 
which it is intended. They may take mea- 
sures to insure its soundness and its conve- 
nience. All their acts should be directed to 
this end, and for this design. If they do 
more, they interfere with the business of 
individuals, and, in the end, always injure 
the circulating medium of a country, and 
most commonly have sufficient reason to re- 
pent of their officiousness. 

In conclusion, we see, 1. That exchange 
is as necessary to the happiness of a country 
as production ; and that, in fact, without it, 
production would soon, in* a great measure, 
cease. 
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2. That exchange is always in reality ex- 
change in kind. A man gives what he 
wants less, in exchange for what he wants 
more, and the more readily this exchange 
can be effected, the better it is for all the 
parties concerned. 

3. We also see the manner in which these 
exchanges can be most successfully accom- 
plished, that is, in which the labor of ex- 
change will be most productive. These are, 

1. By means of division of labor. In 
this manner, a portion of the community de- 
vote themselves to the labor of making ex- 
changes for the rest. They are called mer- 
chants. 

; 2. This labor is greatly facilitated by 
means of a metallic circulating medium. 
This instrument enables men to make vastly 
more numerous exchanges in the same time, 
and with the same labor. 

3. The labor of exchange is rendered yet 
more productive, by dividing the exchangers 
themselves, and devoting a part of them to 
the business of banking. This diminishes 
the labor of the merchant, attt the time re- 
quire to the performance of that labor. 

4. By employing paper instead of specie, 
a much less expensive instrument is made to 
accomplish the same purpose as a more ex- 
pensive on6; and it is found to be much 

15* 
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more convenient, if properly used, than even 
the more expensive one itself. 

EXERCISES. 

1. What means can a bank take to pre* 
vent the forgery of its bills ? 

2. Is it honest or dishonest in a bank 
to issue bills which are not well guarded 
against forgery ? Why ? 

3. Suppose a tank without capital to give 
its bills in exchange for the notes of indK 
viduais ; what is the real value of these bills ? 

4. Suppose without capital it issue its bills _ 
in exchange for the notes of individuals who 
are worth nothing ; what is the value of its 
bills? 

5. What means can a legislature take to 
prevent banks from issuing bills, when they 
have nothing with which to redeem them ? 

6. Take a single town, and explain in 
what manner it would be possible for the 
bank or banks in that town, to cause a great 
fluctuation in the amount of the circulating 
medium. * 

7. Suppose this to be done, does it of jie- 
cessi'ty imply a dishonest intention ? 

8. Suppose all the banks in a country 
should do the same, what would be the re- 
sult upon the currency of a country ? 
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9. If men are universally anxious to accu- 
mulate more rapidly than their capital will 
admit, is there any remedy to these fluctua- 
tions ? What can prevent them ? 

10. Why would the prohibition of the 
issue of small bills have any effect upon the 
fluctuations of the currency ? 

11. Is it possible to have a mixed curren- 
cy, that is, a currency partly of paper and 
partly of specie, better for the purposes of 
exchange, than a currency wholly metallic ? 
What proof is there of this ? 

12. Do you know which were preferable, 
generally, the notes of the late Uiiited States 
Bank, or specie ? Why should they have 
been preferred ? 
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OP DISTRIBUTION. 

We have thus far considered the mode in 
which wealth is, in the first instance, pro- 
duced ; and in which, in the second instance, 
the producers are enabled to exchange it 
with each other. 

It is, however, commonly the case that an 
article of production is not the result of the 
labor of one man alone, but of several men 
united. Thus, several men successively 
unite in producing a barrel of flour. One 
owns the land, another sows the seed, ano- 
ther reaps the harvest, another owns the 
mill in which it is ground, another manages 
the mill for the owner, another makes the 
barrel in which it is contained, another trans- 
ports it to market, and another sells it to the 
consumer. Now, every one of these must 
be paid out of the barrel of flour when it is 
purchased by the consumer. That is, the 
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price of the flour must be so distributed 
among them all, that each one has his just 
share of the proceeds. The principles <?n 
which this is to be done, are considered by 
political economists under the head of dis- 
tribution. 

As all value is the result of capital and 
industry, it is manifest that we shall com- 
prehend the whole subject, if we treat of 
Wages, or the price of labor, and Interest, 
or the price of capital. Inasmuch, however, 
as Capital in Land is, in some respects, pe- 
culiar, we shall consider it separately under 
the head of Rent, or the price of land. 



CHAPTER I. 

QT WAGES, OR THE PRICE OF LABOR. 

Section I . 

Of the General Principles by which War 
ges, or the exchangeable value of Labor, is 
regulated. 

We have already seen that exchangeable 
value is the cost of any thing, influenced, 
moreover, by the effect of supply and de- 
mand. We shall, therefore, consider, First, 
The cost of labor ; Secondly, The effect of 
supply and demand upon it. 

1. Of the cost of labor. 

Of simple labor. By simple labor, I mean 
that labor which may be performed by any 
healthy person without any, or with very 
trifling, previous education. 

But it is evident that no person can con- 
tinue in health, without food, clothing and 
shelter. We cannot, therefore, procure the 
labor of any living thing, without furnishing 
"hose necessaries which are required for the 
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continuance of existence. This is the first 
thing which enters into the cost of labor. 

2. But, besides this, human beings are not 
qualified to labor until they have attained 
several years x>{ age. During the period of 
infancy, they must be supported by the labor 
of others. Were they not so supported, the 
whole race of man would, in a few years, 
perish. The cost of labor must, therefore, be 
sufficient to sustain not merely the parents, 
but also the children. And, yet more, men 
live frequently after they have ceased to be 
capable of labor. The old must be supported, 
or they will perish. Hence, the wages of 
labor should be enough to enable the laborer 
to lay up something to support him in his old 
age ; or else the wages of his children should 
be sufficient to maintain him, after he has 
become unable to maintain himself. 

3. While, however, this is the fact, yet it 
may be observed, that the cost of labor, or 
the remuneration necessary to accomplish 
these purposes, will vary in different climates. 
In warm climates, where vegetable food is 
principally used, and where very little ex- 
penditure is required either for fuel, clothing 
or shelter, wages would naturally be lower 
than in cold climates, where the expenditures 
must of necessity be so much greater. This 
is, however, equalized by the fact, that warm 



180 OF EDUCATED LABO&, 

climates enervate the system and relax the 
physical energies, so that while you pay a 
very small sum for a day's work, you receive 
a very small amount of labor in return. 

Such is the natural cost of simple labor ; 
and it will be generally found, that by this 
rule that cost is practically adjusted. What- 
ever may be the condition of the country, the 
lowest class of laborers earns but simply 
sufficient to procure the ordinary necessaries 
of life for the parents and the children. 

, Of educated labor. But for most of the 
occupations of life some sort of education is 
required. No man can be a carpenter, or. a 
blacksmith, or a jeweller^ or a physician, or a 
lawyer, or a clergyman, without being edu- 
cated for the particular calling which he 
intends to pursue. Now this education is 
expensive. It costs both time and money. 
If a man wish to practise a trade, or a pro- 
fession, he must spend several years in prepa- 
ration, or apprenticeship. During the whole 
of this time he receives no wages, and, fre- 
quently, is obliged to pay for tuition. When 
he has acquired the necessary skill, he is able 
to perform more valuable labor than before, 
and he is entitled to a higher compensation. 
This compensation would naturally and rea- 
sonably be adjusted, by a consideration of the 
time and capital which he has expended in 
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his education. The longer the time and the 
greater the expense of his training, the high- 
er ought to be his wages. It is evident that 
the wages of such labor must be always 
greater than those of simple labor, otherwise 
it will not be produced. No man will spend 
money in educating his son for a calling, 
Which will yield him no higher wages than 
he could earn without any education. 

Such are the principles by which the cost 
of labor is adjusted. Wages must always be 
sufficient to support the laborer, and to re- 
munerate him for the expense which must 
be incurred in acquiring the skill necessary 
to the practice of his profession. 
- II. Of the demand for labor. We shall 
consider this under two heads. 1st, The 
demand for simple labor, and, 2dly, The de- 
mand for educated labor. 

1. The demand for simple labor, or that 
which is indispensable to the production of 
the ordinary necessaries of life,, is incessant 
and universal. Every man requires, either 
indirectly or directly, the labor which is em- 
ployed in producing the ordinary articles of 
consumption for food, clothing and shelter. 

But in order to render this labor available, 

it must be united with capital. Neither labor 

nor capital can produce any thing alone. 

Hence, lie who possesses capital is always 

▼ 16 
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desirous to unite it with labor, and he who is 
able to labor, is always desirous to unite that 
labor with capital. And it is evident, that 
the larger the amount of capital which a man 
possesses, the greater will be the amount of 
labor which he will wish to procure. He 
who cultivates five hundred acres of land will 
require a larger number of workmen than 
he who cultivates but fifty acres. The iron 
founder, who wishes to manufacture five hun- 
dred tons of iron, will require a greater num- 
ber of workmen than he who wishes to manu- 
facture but fifty tons. And, hence, in general, 
we see that the greater the amount of capital, 
the greater will be the number of laborers 
required, that is, the greater will be the de- 
mand for labor. 

If the capital of a country be too great for 
the number of laborers, there will be a com- 
petition between capitalists for labor. They 
will overbid each other, and thus the price of ' 
Tabor will rise. Those of the first class will 
be insufficient to Supply the demand for labor- 
ers of this class, and a number of laborers 
must, therefore, be taken from the second 
class. And, thus, in succession, every class 
erf laborers will be raised one grade. The 
price of labor will thus be raised throughout 
the whole community, the condition of the 
people will be meliorated, a smalte proper- 
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tion of children will die, and a larger num- 
ber of laborers will be reared. If this addition 
do not supply the deficiency, laborers will 
immigrate from less favored countries, where 
the proportion of capital to labor is less. 

And, on the contrary, where the proportion 
of capital to labor is small, there will be a 
larger number' of persons desirous of labor 
than can find employment. In this case, 
there will be a competition among laborers 
for work. They will underbid each other, 
and thus the price of labor will fall. The case 
mentioned in the last paragraph will then be 
reversed, the condition of all the laborers will 
be rendered worse, and many will either emi- 
grate or starve. Many children and weak 
and sickly persons will die of the diseases 
consequent upon hardship and exposure. In 
this manner, the number of human beings 
will be reduced, until the supply of labor is 
adjusted to the amount of capital, and then 
the price of labor, or wages, will rise again. 

Hence, we see that in order to secure the 
prosperity of a country, it is necessary that its 
capital should increase with its population. 
No matter what may be the present condition 
of a people, if population increase faster than 
capital, or if capital be stationary, or, specially, 
if it be diminishing, there must soon arrive a 
season of great distress among the laboring 
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classes. There will be more laboreis than 
can find employment. 

Hence, we see the great importance of 
both individual and national frugality. He 
who squanders away property in useless ex- 
penditure, is annihilating the very means by 
which the honest laborer might earn his sub- 
sistence. Thus, also, of nations. The gov- 
ernment that wastes property in wars, or in 
any other form of unprofitable consumption, 
is diminishing the capital of the country, 
and scattering the resources which the toils . 
of the people have accumulated. Every dollar 
thus spent, is the destruction of so much of 
the means by which the laborers of the coun- 
try are to be sustained. Suppose a nation be 
worth a hundred bullions of capital, and that 
the use of all this capital be necessary in or- 
der to furnish employment and the means of 
subsistence to its population. If it spend ten 
millions in war, that part of its population 
which was sustained, by the use of that ten 
millions must be unemployed. Or, if this 
portion be not immediately thrown out of em- 
ployment, and the injury be averaged, the 
price of wages for the whole will be reduced 
to the amount of this difference ; every one 
will be worse off, and some will be destitute 
and will starve. 



SIMPLE AND EDUCATED LABOR. 186 

Of the demand for educated labor. 

This is substantially dependent upon the 
same principles. A community needs the 
services of lawyers, physicians, clergymen, 
judges, legislators, and men of science. 
Hence, there will be a demand for these ser- 
vices. If there be a greater number of ed- 
ucated laborers than is required, the price of 
the wages of such laborers will fall. Under 
contrary circumstances it will rise.. When 
the price of educated labor falls so low as not 
to remunerate the laborer for his skill and 
education, the supply will be reduced by the 
fact that men will turn their attention to 
some other pursuit. 

The demand for these different kinds of 
labor varies with the condition of society* 
The rich and luxurious have greater demand 
for medical aid than the poor and abstemious. 
The progress of society renders titles to land 
more intricate, and exposes men to greater 
danger from fraud. Hence, the greater need 
of the services of those who have devoted 
themselves to the study of the laws, and 
who are, therefore, qualified to instruct us 
how we may avail ourselves of the benefit 
of law. 

HI. We next proceed to consider the sup- 
ply of labor, both simple and educated. 

The amount of labor in any country ue- 
16» 
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pends upon the number of healthy human 
beings inhabiting it. Hence, the supply of 
labor will depend chiefly upon those condi- 
tions, by which the increase or the continu- 
ance of human life is affected. Of these 
conditions, the most important are the fol- 
lowing. 

1. The means of living which may be 
commanded by the laborer. Where wages 
are low, and the means of living are with 
difficulty procured by the laboring classes, 
the increase of population will be small, nay, 
population may become stationary, or it may 
even decrease. When a family, with its ut- 
most labor, in health, can barely provide the 
means of subsistence, they must all suffer 
greatly in sickness. In such cases, parents 
or children very frequently die from the 
want of common conveniences or attentions. 
And, as sickness is a calamity common to ail 
men, under such circumstances large num- 
bers of the poor must perish. For this rea- 
son epidemic diseases, specially those of 
children, are much more fatal among the 
poor than among the rich. In coun tries where 
the wages of the poor are very low, it is not 
uncommon to find parents who have had 
large families almtost childless. On the con- 
trary, just in proportion as the laboring classes 
are enabled to provide themselves with all 
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the conveniences of luring, will the number 
of children who axe reared, be increased. 

And, besides, laborers will readily immi- 
grate from other less favored countries, to 
that in which the condition of the laboring 
classes is happy and prosperous. In this 
manner, population will always flow from old 
to new countries, and from regions where 
labor is poorly repaid, to those in which it re- 
ceives a more generous remuneration. Both 
of these circumstances tend, at present, to in- 
crease the population of the United States. 
The wages of labor are high, the means 
of living abundant. Those who are willing 
to labor can always command the necessa- 
ries, and, frequently, the conveniences of life, 
both for themselves and for their families. 
Hence, a much smaller proportion of children 
die here than in older countries, and of 
course, the . population is mucn more rapidly 
augmented. And, from the same cause, 
namely, the high price of labor, there is an- 
nually a prodigious amount of immigration 
hither from the older countries of Europe. 

2. The next condition necessary to the 
rapid increase of population, is the moral 
condition of a people. Vice is always aw- 
fully expensive and terribly desolating to 
human life. It matters not how great be the 
wages of the laborer ; if those wages be spent 



188 EXERCISES. 

in intemperance and profligacy, his family 
will starve. In this country, almost all the 
suffering of children is the consequence of 
the vice of one or both of their parents. 

On these two circumstances, therefore, the 
wages of labor, and his own personal moral 
habits, does the increase of population chief- 
ly depend. And, as we have before stated, 
the supply of laborers is as the increase of 
population. 

The same principles in the main govern 
the supply of educated labor. If the wages 
of such labor are sufficient to pay for the 
expenditure of time and capital necessary to 
the acquisition of the education, such labor 
will be produced ; that is, men will turn their 
time and talents in this direction. On the 
contrary, when the remuneration of such la- 
bor is inadequate, men will not prepare them- 
selves to perform it, and those already edu- 
cated, will devote themselves to some other 
occupation. The supply will thus be re- 
duced so as to correspond with the demand. 

EXERCISES. 

1. Give illustrations of simple labor. 

2. Mention 6ome of the necessaries of life 
which a. laborer must possess in order to 
labor. 
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3. Explain why it is that the laborer must 
earn more than enough to support himself, in 
order to keep the rate of wages for twenty 
years the same as at present. 

4. Suppose human beings were able to 
work for two hundred years, w;hat effect 
would this have upon the rate of wages ? 
Why? 

5. Suppose men were able to work but 
for ten years, what effect would this have on 
the rate of wages ? Why ? 

6. Explain the difference between the rate 
of wages in warm and in cold climates. 
Compare the expenditures of the laborer in 
one with those of the laborer in the other. 

7. A jeweller does not work so hard as a 
laborer who carries a hod. Why should he 
receive higher wages ? 

8. A lawyer does not work with his hands 
at all ; why should he receive higher wages 
than a carpenter ? 

9. Mention some of the kinds of labor for 
which there is an incessant demand. 

10. Why is the demand for this kind of 
labor incessant ? 

11. Why does a rich man always want to 
employ laborers, that is, to purchase labor ? 
Show that this is the fact by examples. 

12. Why does a rich man employ more 
laborers than a poor man ? 
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13. What effect has prosperity of business 
upon the demand for labor ? 

14. Who suffer most from the stagnation 
of business, the rich or the poor ? 

15. Suppose a manufactory owned by a 
rich man to be burned down, or pulled down 
by a mob, who would be the greatest suffer- 
ers by the disaster ? 

16. Describe the condition of this coun- 
try, on the supposition that from bad gov- 
ernment, or any other cause, the capital of 
the country were every year diminished. 

17. Suppose the condition of Ireland 
should be gradually improved, and the la- 
borers be better and better paid ; how would 
this prosperity be manifested ? 

18. Suppose that the annual increase of 
the capital in this country were fifty millions 
of dollars ; and that, for twenty years, we 
spent this whole sum in war ; what effect 
would it have upon the population of the 
country ? 

19. Explain the effect of very low wages 
upon a single poor family. 

20. In what countries, and among what 
classes, was the cholera generally most fatal ? 

21. Why is there so great a tide of immi- 
gration flowing to this country from every 
country of Europe ? 

22. From what countries is there the 
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greatest immigration ? What are the reasons 
of it? 

23. What effect, upon the number of in- 
habitants} is produced by the fertility or ste- 
rility of the soil ? 

24. What effect has the amount of capi- 
tal in a given country, upon the number of 
inhabitants which it is capable of maintain- 
ing? 

25. Gould capital enable men to live on a 
barren rock ? How could this be done ? ' 

26. What effect will temperance societies 
have upon the population of a country ? 

27. flow will this effect be exerted upon 
the capital and the population of a country ? 

28. Suppose an enterprising man living in 
a small village should find a hundred thou- 
sand dollars in ploughing up a field, to which 
no owner could be discovered. What effect 
wotld this have upon the number of inhabi- 
tants of that village ? 

29. Suppose that a manufactory worth a 
hundred thousand dollars should be burned 
up and its owner ruined. What effect would 
this disaster have on the number of inhabi- 
taffts of that village ? 
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Section II. 

Of circumstances which affect the rate of 
Wages in particular instances. 

We have seen that a given amount of 
capital is necessary in order to furnish em- 
ployment for an individual laborer. Hence, 
any given amount of capital directed to any 
one business, will only furnish employment 
for a correspondent number of laborers. And, 
hence, if any portion of the capital now em- 
ployed in any one kind of business be with- 
drawn, and devoted to any other kind of 
business, there will follow a change in the 
rate of wages in that employment. The 
wages in the business from which capital is 
withdrawn, will fall; those in the business 
to which capital is directed, will rise. Such 
is the result of all legislative enactments 
which affect the employment of capital. 

But, besides this more general cause, the 
price of labor in the several professions is 
affected by various special circumstances. 
For instance, „ 

1. By the ease or difficulty, the pleasure 
or pain of the employment, arid by the esti- 
mation in which, it is held by the cornmui 
nity. 
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When any trade is, in its nature unplea- 
sant, men do not like to practise it. Hence, 
when we wish to employ them, we are 
obliged to overcome their reluctance by 
higher wages. When the performance of 
the labor is pleasant, many persons are will- 
ing to engage in it, and, hence, the supply 
being greater than the demand, the price of 
the labor falls accordingly. 

2. By the skill required in performing the 
operation. 

This results from two causes. First, The 
greater the skill required, the smaller will be 
the' number able to perform the operation. 
Hence the supply will be small. And, se- 
condly, the tonger will be the time spent in 
learning to perform it, and, hence, the greater 
wages will the laborer be entitled to receive. 

3. The confidence reposed. In many em- 
ployments, much reliance must be placed in 
the moral character, the courage, the discre- 
tion and forethought of the agent. But, in- 
asmuch as these qualifications are not fre- 
quently found united in the same individual, 
the number of suitable candidates for such 
employments is small. Hence, as the supply 
is commonly less than the demand, the wages 
in such employments are high. And, in- 
asmuch as those who have a large amount of 
capital at stake, find it for their interest to 

17 
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- procure such laborers at any price, the wages 
of such persons will always be much higher 
than in cases when, no such confidence is of 
necessity reposed. 

4. Constancy or inconstancy of employ- 
ment. 

Some kinds of labor furnish incessant em- 
ployment. Others furnish employment only 
at intervals. Yet, in the one case as well as 
in the other, division of labor requires that 
the laborer devote his whole time to his busi- 
ness. Hence, in the latter case, it is reasona- 
ble that for the performance of a particular 
operation, he should receive a larger remu- 
neration than in the former. We pay more 
for riding a mile in a hackney cbach than for 
riding a mile in a stage coach, because the 
employment in the one case is constant, and 
in the other, inconstant. A large portion of 
the time of the driver of a hackney coach is 
consumed in waiting for passengers. For this 
time we must pay our portion whenever we 
employ him. # 

EXERCISES. 

1. Suppose that in consequence of legis- 
lative enactment, or from any other cause, 
' half the capital now engaged in commerce 
should be directed to some other employ- 
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ment ; what would be the effect upon the 
wages of sailors ? 

2. Suppose the capital thus withdrawn 
should be devoted to manufactures; what 
would be the effect upon the wages of manu- 
facturers ? 

3. What is the principle upon which a 
legislature is authorized thus to benefit one 
class of men at the expense of another and 
equally deserving class ? 

4. Why are the wages of a laborer who 
blasts rocks, higher than those of a stone- 
cutter ? 

5. Why is the income of a judge less than 
that of a lawyer of similar talents and skill ? 

6. Why are the wages of an optician 
greater than those of a glass-blower ? 

7. Why does the captain of a vessel re- 
ceive higher wages than the mates, and the 
mates than the common sailors ? 

8. Why does the engineer of a steamer 
receive higher wages than the fireman ? 

9. Why does a hair-dresser receive a 
higher price for the labor of ten minutes 
than a carpenter ? 

10. Why do you pay higher wages when 
you hire a man by the day than when you 
hire him by the month ; and higher when 
you hire him by the month than by the year ? 



CHAPTER If. 

QT THE PRICE OF MONEY, OR INTEREST. 

Section I. 
Why we pay Interest for the use of Money. 

The first question which arrests our atten- 
tion in the consideration of this subject, is the 
following. Why should the use of money- 
have any price a* all ? As I return to a man 
the same value which I borrow of him, why 
should I pay him any thing for having kept it 
during the interval ? This question we shall 
first attempt to answer. 

Every man who labors at any regular em- 
ployment, possesses two qualities which ren-. 
der his services of value ; these are, strength 
and skill. The first enables him to execute 
simple labor, or labor of the cheapest kind ; 
the second, when united with it, enables him 
to execute educated or higher priced labor. 
But, in order to perform the latter, he re- 
quires tools and materials, that is, capital. 
Without these, he could perform only simple 
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labor. Of what use would be the skill of the 
blacksmith, without a forge and iron? or 
that of the carpenter, without tools and wood, 
or that of the spinner, without a spinning- 
jenny and raw cotton ? Without these, they 
would be all reduced to the necessity of that 
labor which could be performed with their 
naked hands. 

Suppose now that 1 ajn a blacksmith and 
own a forge, tools and iron, with which I am. 
daily employed, and thus eaxn the wages both 
of labor and skill. Were I to loan them to 
another man for a week, and carry a hod 
during the mean time, instead of working at 
my trade, and thus lose the profit of my skill, 
ha who thus borrows them of me should 
surely remunerate me for the use of them. 
Suppose he borrow them for a year, he should 
pay me for the same reason. And, if I have 
the money with which he can purchase them 
for himself, and I lend it to him, he should 
pay me just as truly for the money as for the 
tools and capital, because, if I had not lent it 
to him, I could have established another 
forge, which I could have made profitable 
to myself. 

And here we may remark, in general, that 

when we speak of the loan of money, it is, in 

reality not money, but other capital that is 

wanted, and for which we pay interest. 

17» 
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Were a tradesman to keep the money which 
he borrows locked up in his drawer, it would 
be worth nothing to him. It can be only of 
use wjien it is exchanged for something else, 
which, being united with labor, will yield a 
profit. The fact is, that every one, as soon 
as he procures money exchanges it for tools, 
or materials, or merchandise. Every one 
sees that these ought to pay interest, because 
they are the means of accumulation. Just 
as much should the money pay interest 
which is exchanged for them, and for which 
the owner of the money would have ex- 
changed them, if he had not lent it to another. 

Now it very frequently happens, that the 
ability to labor is possessed by men who 
have no capital- upon which to employ it. 
And, on the other hand, capital is frequently 
possessed by men who have neither the skill 
nor the ability to labor. In such a case, it is 
manifestly for the interest of both parties to 
form a copartnership, the one party furnishing 
the labor and skill, and the other , furnishing 
the capital. By this means, both parties are 
benefited. The laborer earns the wages of 
labor and skill, instead of those of simple 
labor ; the capitalist derives an income from 
his property without diminishing it, instead 
of being obliged to live upon the principal. 

Now this takes place in two ways, both 



BENEFIT OF CAPITAL. 199 

the same in principle, although the mode in 
which the arrangement is made is dissimilar. 

The first is the case of wages. Here there 
is virtually a partnership formed between the 
capitalist and the laborer. The one furnishes 
the tools and the material, and takes all the 
risks of the operation, and divides with the 
laborer the profits, which he pays in the form 
of wages. These are generally agreed upon 
at the commencement between the parties, 
and are the same whether the operation be 
profitable or unprofitable. This, however, 
is not always the case. In the whale fishe- 
ry, the crew of a vessel receive a pro rata 
proportion of the profits in the place of regu- 
lar wages, and, of course, their remuneration 
is greater or less according to the success of 
the voyage. 

The second case is that in which the la- 
borer assumes the risk, receives all the profit 
himself, and borrows his capital from the 
other, agreeing to pay him at a stated rate 
for the use of it. This is commonly the 
case in the borrowing and lending of money. 
If I purchase a shop and stock it with goods, 
and employ aiiother to keep it for me, paying 
him the customary wages, I act in the first 
mentioned manner. If I lend him the .mo- 
ney by which he purchases the shop and 
stock, and he trades on his own risk, paying 
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me interest on the amount borrowed, I act 
in the second manner. 

It is the latter case that is to be consider- 
ed in this place. Here the borrower uses the 
capital of the lender for his own advantage, 
and that advantage is equal to the difference 
between simple labor, and labor united with 
skill. Did he not thus employ this capital, 
the lender Tyould employ it himself. It is, 
therefore, just, that he should pay for the ad- 
vantage which he gains, and of which he, 
by thus gaining it, deprives the owner. 

EXERCISES. 

1. Explain the difference between simple 
labor and labor combined with skill, by an 
example. 

2. Explain, by an example, how capital 
may enable a man to change simple labor 
into skilful labor. 

3. Illustrate the assertion, that when a 
man borrows, he does not want money but 
other capital. ' . 

4. Suppose there were no borrowing and 
lending, what would be the effect upon the 
induStrious and skilful poor ? 

5. In borrowing, as it has been here ex- 
plained, which is the greater gainer, the rich 
or the poor ? 

6. Explain the assertion, that the rich man 
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is as justly entitled to remuneration for the 
use of his capital, as the poor man is for the 
proceeds of his labor. 



Section II. 

Of various Circumstances which qfect the 
rate of Interest, 

We have thus far endeavored to show that 
a price, that is, interest, should justly be paid 
for the use of capital. But we find that the 
interest of capital is different in different 
countries at the same time, and in the same 
country at different times ; and in the same 
country, and at the same time, it is different 
in different kinds of investment. 

To the circumstances which give rise to 
these differences let us now attend. 

I. The rate of interest will be affected by 
the productiveness of capital. 

When a capitalist, by the use of his own 
capital, can readily make ten per cent, per 
annum, he will, of course, charge a higher 
interest upon it than when he can scarcely 
make five per cent, per annum. And, it is 
evident, on the other hand, that the borrower 
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will be wilting to pay a higklr interest in the 
farmer than in the latter case, because he 
will be able to make a higher profit by the 
use of it. Hence, when land is both cheap 
and productive, interest will be high, because 
the investment of capital and labor in land 
and cultivation will be exceedingly profitable. 
The same reason operates in other cases. If 
manufacturing business be very profitable, 
and there be a scarcity of capital,, men will 
be willing to pay a large sum for the use of 
it, because, after paying high interest, they 
will still be able to realize a handsome profit. 
And, thus, in general, when capital is very 
productive, interest will be high, and when 
it is unproductive, interest will be low. 

This, however, will, as in any other ease, 
be affected by the ratio between supply and 
demand. Since men can accumulate almost 
nothing without the use of capital, they will 
pay for capital any sum that may be neces- 
sary, provided it will, after all, leave a profit 
sufficient to compensate them for their labor. 
Hence, whether the productiveness of capi- 
tal be great or small, supply will always affect 
the rate of interest. When the supply is 
sgaail, there will be a competition among the 
borrowers, and the lender will receive the 
largest possible share of the profits, that is, 
interest will be high. When capital is abuo- 
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dant, there will be a competition among the 
lenders ; interest will fall, that is, the lender 
will receive the smallest share of the profits/ 

Both of these causes tend to produce the 
high rate of interest so commonly observed 
in new countries. Land is cheap. It is in its 
highest state of fertility. All labor bears a 
very high price, for the results of labor are 
imperatively demanded. And, at the same 
time, capital is scarce, while the demand for 
it is incessant. As a country grows older, 
these circumstances change, and the interest 
of money gradually falls. 

II. Secondly, another circumstance affect- 
ing the rate of interest is the risk of the in- 
vestment. 

In what has been already said, we have 
considered nothing but the value of the use 
to which capital may be applied. We have 
thus far supposed that the property, or its 
equivalent in value, will, without doubt, be 
returned to the owner. This, unfortunately, 
however, is not always the case. When a 
man parts with his property and places it in 
the v power of another, there is, at least, a > 
chance that he shall never see it again. 
Now, this risk should justly be added to the 
price which is paid for the use of capital. 
Thus, suppose thck the fair compensation for 
the use of capital in one case were five per 
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cent., on the supposition that it was perfectly 
sore ; if, in another case, there were a risk 
equal to two in a hundred of its being to- 
tally lost, this two per cent, for the risk 
should be added to the five per cent, for use, 
and the interest of the latter loan would be 
justly seven per cent. If with the same 
price for use, the risk were ten in a hun- 
dred, the interest would be justly fifteen per 
cent., and so in any other case. 

This risk may depend upon several cir- 
cumstances, as for instance : — 

1. The nature of the investment. The 
risk of loss would be less on money loaned 
for the erection of a stone than of a wooden 
house, and less on that loaned for the erec- 
tion of a house, than for carrying on the man- 
ufacture of gunpowder. When the whole 
security rests upon the capital purchased, it 
is manifest that the risk would, therefore, 
depend greatly on the nature of the mate- 
rial, and the casualties to which it was sub- 
jected. 

2. The character of the borrower. Men 
differ greatly in intellectual and moral cha- 
racter. Some, with honest intentions, fail 
from w*ant of skill. Others, with suffi- 
cient skill, fail from want of honest inten- 
tions. Just in proportion to the deficiency 
in either of these respects, is the risk in- 
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creased. Every one must see that he would 
be better off to lend to a skilful and honest 
man at five per cent., than to a weak or 
tricky man at ten per cent. 

3. The risk depends again upon the cha- 
racter of the government When a govern- 
ment has gained the character of stability ; 
and when justice is administered with 
promptitude and impartiality, so that every 
man knows that the whole power of society 
will be exerted for the purpose of enforcing 
his rights, the risk will be, by all these cir- 
cumstances, diminished. When it is other- 
wise, and when a man knows that the 
justice of a cause gives no assurance of suc- 
cess, the risk is increased, and interest will, 
of course, rise. This is one of the causes 
of the high rate of interest during the peri- 
od of baronial oppression in Europe. 

Hence, in general, we see that at the 
same time and place, the cost of the use of 
capital being the same, the interest of differ- 
ent investments will vary on account of the 
difference of risk which they may involve. 
The greater the risk, the higher will be the 
interest, and vice versa* 

III. Thirdly, interest will vary according 
to the convenience or inconvenience of the 
investment 

When a man lends his money, he does not 
18 
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know how soon he may want it again, or 
how long he may wish to continue it in its 
present mode of investment. He, also, who 
loans money, always desires the interest to 
be paid punctually, because, it is by means 
of this punctuality, alone, that he is able to 
make his arrangements for the payment of 
his own debts. Now, all these circumstan- 
ces are taken into account by him who has 
money to lend. He will lend at a lower rate 
when he can let his property remain loaned 
as long as he pleases, and recall it when he 
Will, and when the interest is paid punctual- 
ly, than when he is unable to recall it except 
at a stated time, and may have it returned 
to him when it is not convenient ; and when 
he cannot rely with certainty upon the punc- 
tual payment of the interest. 

These several circumstances, as every one 
must see, enter justly into every transaction 
in which money is loaned. The first is the 
difference which arises, at different times, 
from the productiveness of capital. This 
varies continually with the fluctuations in 
the success of business, and many other 
causes. Secondly, the rate of interest varies 
with the risk of the investment, this risk be- 
ing liable to every degree of variation. And, 
thirdly, it varies with the convenience or 
inconvenience of the investment. And all 
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these may be either united favorably in one 
instance, and unfavorably in another. 

Hence, we see the impolicy and injustice 
of establishing a legal rate of interest, to 
which all loans shall be subjected. It is 
rendering, by law, a mode of contract uni- 
form, which combines within itself more 
elements of variation, than almost any other 
that can be named. 

It may be useful, in closing this section, to 
add a few words respecting the nature of 
stocks, of which we hear so much in con- 
versation, and see so much in the daily pa- 
pers. 

Suppose a bank is to be established, a rail- 
road, or any other public work to be con- 
structed. The sum which is to be invested 
is divided into portions, or shares, of a given 
amount, say, for instance, of a hundred dol- 
lars each. Whoever wishes to engage in the 
undertaking, subscribes for as many of these 
shares as he pleases. When he pays the 
amount at which the share is valued, he re- 
ceives a certificate of ownership, which en- 
titles him to all the privileges of a stock- 
holder, the principal one of which is, that 
he is entitled to his portion of whatever 
profit may arise from the operation. These 
shares are called stocks, and are transferable 
at any moment, the holder, whoever he may 
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be, receiving the interest, or as it is called i 

the dividend, at the regular times of pay- 
ment. 

The price of stocks rises and falls with the 
rate of interest which the undertaking pays. 
If any stock purchased at one hundred 
dollars a share, pays the regular rate of inter- 
est, it will sell for a hundred dollars, and 
then it is said to be at par. If it pay twice 
the regular rate of interest, and is perfectly . 
safe, it will sell for two hundred dollars a 
share, and is then said to be 100 per cent 
above par. If it pay but half the regular 
rate, it will sell for but fifty dollars a share, 
and is said to be 50 per cent, below par. 
And so with any other instance. 

Stocks, like any other investment, vary in. 
price with the degree of risk to which they 
are subjected. If a stock pay a high divi- 
dend, but yet is liable to be entirely con- 
sumed by casualties, it will sell for less than 
another bearing lower interest, but, of which, 
the principal is secure. Thus insurance and 
steam-boat stocks,though they pay large divi- 
dends, never bring a correspondent price, be- 
cause of the losses to which they are una- 
voidably exposed. On the contrary, though 
an investment at present pays but little, yet 
is expected at some future time to be very 
valuable, it will bring a high price on ao- 
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count of the anticipations which are formed 
concerning it. It is by such circumstances 
that the rise and fall of stocks is determined. 
They are constantly for sale in large cities, 
and their prices will rise and fall with the 
hopes and fears, the anticipations and appre- 
hensions, of the buyers and sellers. 

EXERCISES. 

1. Why should the interest of money be 
higher in the Western States than in New 
England ? 

2. Why should the interest of money be 
higher in the United States than in Europe ? 

3. Give, for this difference, all the reasons 
which occur to you. 

4 Is it probable that interest will be high- 
er or lower in this country fifty years hence 
than at -present? Why? 

5. The Athenians axe said to have charged 
five times as high interest on property loaned 
for the purposes of foreign commerce, as for 
that used on land. What was the reason 
for this difference ? 

6. Does a good man, in borrowing money, 
derive any benefit from his character ? If 
any, what is it, and why ? 

7. Of what benefit to a borrower is the 

18» 
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establishment of an upright and just judi- 
ciary? 

8. What is the effect which revolutions 
and civil commotions have upon the interest 
of money ? 

9. Who suffers most from such commo- 
tions, the rich or the poor, the industrious or 
the idle ? 

10. Why can governments, in general, 
borrow money at a lower rate .of interest 
than individuals? 

11. Why is a man willing to invest his 
money in a bank, for less interest than he 
would receive, if he loaned it to a private » 
individual ? 

12. Why is money borrowed oh mortgage 
at a lower rate than on a promissory note ? 

13. Suppose any particular stock is sold 
for 25 per cent, below par. To what circum- 
stances may this depreciation be owing ? - 

14. A stock may at present pay a very 
small interest, and yet be above par. To 
what might this be owing ? 

15. Suppose you had five hundred dollars 
which you wished to invest in some stock. 
By what circumstances would you be guided 
in your choice ? 

16. Are stocks which pay the greatest in- 
terest generally the most desirable ? Why, 
or why not ? 
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OF THE PRICE OF bAND, OR RENT. 



"> 



We have remarked in the preceding sec- 
tion that stocks, or any other investments, will 
bring a price in the market in proportion to 
the annual interest which may be derived 
from them. A stock, let it have cost what it 
may, which produces six dollars a year, if six 
per cent, be the regular rate of interest, pays 
the interest of a hundred dollars, and it will 
sell for a hundred dollars. If it yield twelve 
dollars, it will sell for two hundred dollars, 
and .so in any other proportion. 

Now the same remark applies to the rent 
of lahd. If an acre of land, after paying the 
ordinary expenditure for tillage and carrying 
the produce to market, will yie^d six dollars 
profit, it will sell for a hundred dollars, sup- 
posing the rate 6f interest to be at six per 
cent. If the profit that may be derived from 
it be more, it will sell for more ; if less, it will 
sell for less. And the same principle applies 
to land, whether it be used for tillage, or for 
dwelling-houses. 
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Such is the general principle on which the 
rent of land depends. It is, however, to be 
remembered, that the productiveness of land 
depends upon two circumstances, Fertility 
and Situation. 

1. Fertility. Every one knows that there 
exists great difference in the fertility of land. 
With the same cultivation, an acre in some 
situations* will yield twice or three times as 
large a harvest as an acre iri other situations. 
Some lands require annual manuring, others 
never need be manured at all. Now, inas- 
much as from an acre in the one place, you 
can derive three times as much income as 
from an acre in the other, it is reasonable to 
suppose that the former would sell for three 
times as much as the latter. 

2. Situation. The products of land, how- 
ever, are bulky, and it costs a very consider- 
able portion of their exchangeable value to 
transport them to the market. They are al- 
so rarely consumed at the place where they 
are produced. But, when wheat is offered 
for sale at the market, it all brings a price 
according to its goodness, and not according 
to the distance from which it has been trans- 
ported. Hence, the price of transportation 
is always to be deducted from the farmer's 
profit, and tends, by so much, to reduce the 
value of his land. Thus, suppose one farm, 
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in the immediate vicinity of the market, pro- 
duced but twenty bushels to the acre, and 
another at two hundred miles distant produ- 
ced forty bushels ; if one half the price of the 
product of the latter must be spent in trans < 
portation, they would both be of equal value, 
inasmuch as the advantage of greater fertility 
is counterbalanced* by the disadvantage of 
situation. 

It is on this account that rail-roads, canals; 
and other means of internal improvement con- 
fer so great a benefit upon a country. They 
remove the disadvantages of situation, by re- 
ducing the cost of transportation. Hence, we 
see that the price of products immediately 
rises in the districts through which they pass, 
and the value of land is, in a correspondent 
degree, increased. And, while the inhabi- 
tants of the interior are in this manner en- 
riched, inaspiuch as a larger amount of pro- 
ducts is thus brought to the market, the price 
to the community is reduced, and thus, a 
benefit to a part is a benefit to the whole. 

Bearing these principles in mind, it will 
be easy to perceive in what manner rents will 
be adjusted in any given country. When a 
territory is at first settled, the land may be had 
for nothing. Every one being at liberty to 
choose for himself, the most productive lands, 
that is the most fertile and those most favor- 
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ably situated, will be at first selected. These 
will bear no price and will yield no rent, be- 
cause they may be had for nothing. 

When, however, these are all occupied, 
and others are needed, the land of' the next 
inferior fertility will be put under tillage. As 
soon as this is done, the first class of lands 
will yield rent, and will comnmnd a price. 
Suppose lands of the first class to have pro- 
duced fifty bushels to the acre, and lands of 
the second class but forty bushels. It will be 
as cheap for the settler to hire a farm of the 
first class, at a rent of ten bushels to the acre, 
as to have a farm of forty bushels to the acre 
for nothing. When the lands of the second 
class are all occupied, those of the third class 
will come into request ; and as soon as these 
are tilled, those of the second class will also* 
command a price, and will produce a rent. 
At the same time, the price and the rent of 
lands of the first class will be doubled. In 
this manner, the rise of price and of rent, in 
lands of various grades of fertility, will go on 
increasing, until all the laud worthy of culti- 
vation is occupied. 

As the common market for agricultural 
products is on the sea-coast, it might be sup- 
posed that the price of land would gradually 
diminish, as you remove into the interior, un- 
til its disadvantages of situation reduced its 



PRICE OF LAND, OR RENT. 216 

T^lue to nothing. This would be the case 
were it not for various counteracting circum- 
stances. Among these are the following : — 

1. The fertility of land commonly in- 
creases as we retire from the coast. This 
fertility counterbalances the disadvantages 
of situation. 

2. As a country advances in civilization, 
its means of internal communication im- 
prove, and the inconvenience of situation is 

* more and more removed. 

3. As a country becomes settled, towns 
and cities grow up in the interior, and thus 
bring a market to the farmer. He is as 
much benefited by the briijging of the mar- 
ket to him, as he would be by the removal 
of his land to the market. 

4. Sometimes a new invention in the arts 
transforms at once the conditions on which 
the progress of a country depend. Such 
was the result of the introduction of steam 
navigation on the waters of the Mississippi 
and its tributary streams. This invention 
opened this whole valley to the Atlantic, and 
gave to the towns on the banks of the river, 
almost the advantages of a position on the 
sea-coast. 

Besides these general circumstances, on 
which the price of land depends, some oth- 
ers may bo mentioned which axe well wor* 
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thy of notice. Man is endowed with a lo^ 
for the beautiful, as well as with an intellec- 
tual and moral nature, and he very common- 
ly takes these tastes into account in choosing 
for himself a place of abode. Hence,, land 
which is handsomely laid out, and tastefully 
arranged, whether in a village or in the 
country, will sell for a higher price thajx 
that which possesses none of these recom- 
mendations. A farm or a dwelling-house, 
in a well-cultivated neighborhood, where the 
people are virtuous and benevolent, will find 
more purchasers, and, of course, will sell for 
a higher price, than one of equal fertility 
where the inhabitants are ignorant and vi- 
cious, quarrelsome and malicious. Hence, 
we see that were men to consult nothing 
but their own interests, they might, very 
reasonably, devote more care than they com- 
monly do, to embellkhing their grounds and 
supplying themselves and their families with 
the means of intellectual and moral improve- 
ment. 

Land, however, is not always used for 
the purposes of agriculture. It is used in 
cities and towns, merely to afford space for 
the erection of store-houses and dwellings. 
In this case, of course, its fertility is of no 
consequence, and its only value depends 
upon its situation. Hence, its price will, be 
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determined merely by this circumstance. 
Those portions which afford the greatest fa*- 
cilities for business, will command the high- 
est rent ; and those which recede from them 
will command a lower and lower rent, until 
they have receded so far from the centre of 
business, that the land is only valuable for 
dwelling-houses. The value of these again 
gradually diminishes, until- situation is but a 
small part of the price, and the land may 
profitably be devoted to gardening. Here 
the element of fertility again enters into the 
computation. The land immediately around 
a large city is thus, commonly, occupied by 
those who supply the market with recent 
vegetables and milk. At a small distance 
farther, it is devoted 'to the general purposes 
of agriculture, and becomes what may be 
properly denominated the country. * 
• Having thus considered the general prin- 
ciples upon which the distribution of the 
profits of any undertaking is effected, we 
shall close this section by an example illus- 
trating the manner in which these principles 
operate in an individual instance. 

We will take, for the sake of this illustra- 
tion, a loaf of bread. A farmer in the west- 
ern part of the State of New York, devotes 
his land to the raising of wheat. He tills 
bis land, raises his crop and sells it to the 
19 
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miller. The price which he receives for hit 
crop, repays him for the cost of his own la? 
bor, the wages and support of his workmen, 
the cost of manures, the rent of his land, 
and interest on all the capital which has 
been invested. If he own the land, he re- 
ceives the rent himself; if he hire it, he pays 
it to the landlord. The miller .receives the 
grain, manufactures it into flour, transports it 
to New York, and sells it to the flour mer- 
chant. The sum for which he sells it, re- 
pays him whatever he had paid the farmer, 
and remunerates him for the cost of making 
the flour. This must be sufficient to enable 
him to pay his various workmen, to remu- 
nerate him for his own labor and skill, the 
use of his capital, the wear and tear of bis 
.mill, and the cost of transportation to New 
York. What he has paid the transportation 
agent must be sufficient to remunerate him 
for the use of his canal boats, the men and 
horses that have been employed in naviga- 
ting them, the expense of tolls, and the in- 
terest on all the capital which is employed 
,in the operation. The flour merchant buys 
the flour, and keeps it in his store-house, to 
supply his customers. He is entitled* to a 
sum sufficient to repay him for what he» paid 
the miller, and also to interest on his invest- 
ment, to remuneration for his labor and skill. 
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-and the cost of store room. The baker pur- 
chases the flour of the flour merchant, and 
makes it into bread. He charges for his 
bread sufficient to repay him for what he 
paid the flour merchant, and for all his labor 
and expense in turning the flour into bread. 
Thus, when we purchase a loaf of bread, 
we pay our proportion of all these several 
expenses. And these several amounts, in 
all^ these instances, are distributed according 
to the rules which we have laid down. AH . 
the labor which has been employed, is paid 
according to its value and skill ; and all. the 
capital, according to the use and risk to 
which it had been subjected- The various 
items of cost, in the production of any arti- 
cle of use, may be easily analyzed in a 
similar manner. 

exercises. . 

1. Suppose you were about to purchase 
land in some of our new States, by what 
circumstances would your choice be di- 
rected? 

% If the situation be good, can the want 
of fertility be remedied? How? 

3. If the land be fertile, can the disad* 
vantage of situation be obviated ? How ? 

4. Has the disadvantage of situation, in 
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any manner, been obviated in this country 
ana in Europe ? How ? , 

5. In what country in Europe have these 
improvements been carried forward most 
.successfully ? 

6. Who gave the first impulse to internal 
improvement in this country ? 

7. What was the first great work of this 
land executed in this country ? 

8. What has been the effect of this work 
upon the country through which it passes? 

9* What has been its effect upon the 
city with which it has opened so extensive 
communications? 

10. Explain the principle on which rents 
and the price of land rise, upon the settler 
ment of a new country. 9 

11. Explain the maimer in which steam 
has benefited the Western States. 

12. The rise of land at the West has not 
been accompanied by a correspondent rise iii 
the price of lands in the older States, but 
rather the revers'e. Can you explain the 
reason of this? 

13. Would it be profitable or unprofitable 
for the inhabitants of a village to plant the 
streets with trees, and render the Whole 
appearance of the place neat and inviting ? 
Why? 

14. Suppose a farmer were to spend 
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tWBnty dollars a year simply in adding to 
the beauty of his farm, would this be a wise 
or an unwise expenditure of money ? 

15. Is it good or bad economy for the in- 
habitants of a town to provide themselves 
with good schools, a good town library, and 
the best means of mental cultivation ? Ex- 
plain the reasons of your opinion. 

16. Is it wise or unwise for the inhabi- 
tants of a town to provide themselves with 
the best means of moral instruction ? Ex- 
plain the effect of this upon the price of 
land. 

17. Why does land in the centre of a city 
or village, sell for a higher' price than land 
in the suburbs? 

18. Explain^the various processes of dis- 
tribution which occur in the production of a 
yard of calico. 

19. Explain the same in the production 
of a pair of shoes. 

19* 
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OP CONSUMPTION. 
CHAPTER I. . 

OF THE NATURE AND DESIGN OF CONSUMPTION; 

We have thus far endeavored to show in 
what manner the various objects for the grati- 
fication of desire are produced, in what man- 
ner they are exchanged among the produ- 
cers, and in what manner the share to which 
each one of the producers is entitled, is cfos- 
tributed to each of them. 

But we know that all this is done with 
reference to another object. Every thing 
that is of any value is designed to be used, 
and after it is thoroughly used, or, in familiar 
language, used up, it is worthless. All these 
previous operations only prepare the way for 
consumption, and it is consumption that 
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creates the necessity for their being inces- 
santly repeated. 

Consumption is the reverse of production. 
Production is the act by which we wafer 
value. Consumption is the act by which we 
destroy the value which has been thus con- 
ferred. When we speak of the destruction 
of value, we do not mean that the material 
itself is destroyed, but only that the form in 
1 which a particular value resided has been' 
changed, and that, hence, that particular kind 
of value is annihilated. Thus, if a load of 
wood be burned, its power of creating heat 
is destroyed forever. If bread be eaten, or 
thrown into the sea, or burned by accident, 
or rendered useless by mould, in either case 
its utility is destroyed, and we say thd bread 
is consumed. And thus we see that it makes 
no difference, as to the fact of consumption, 
whether any benefit be derived from it or 
not. In the one case as well as in the other, 
the utility is destroyed. 

It seems to be a law of our being, that we 
cannot create one value without destroying 
another. He who chops down a tree and 
saws it into boards, destroys forever the value 
of the tree as a tree. It can never more give 
shade to the traveller, nor gratify the taste of 
the tourist. He who butchers an ox for beef^ 
N destroys forever the utility of the animal as 
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a beast of draught. If we eat an apple, we 
annihilate forever the quality in the apple of 
giving pleasure to any other being. And, 
thus, in general, consumption is a sort of 
exchange, in which we surrender one value 
for the sake either of creating another value, 
or else, for the sake of gratifying some de- 
sire, which we consider of more importance 
than the existence of the value which we 
annihilate. 

1. Consumption is either of labor or of 
capital. If I purchase five dollars' worth of 
mahogany, and pay a mechanic ten dollars 
for his labor in making it into a table, I have- 
consumed five dollars' worth of capital and; 
ten dollars' worth of labor. If I have made 
it myself, instead of employing another, I 
have consumed the same amount of value in 
my own labor. And, inasmuch as it costs, 
just as much to support a human being whe- 
ther he labor or whether he remain idle, the 
spending a day in idleness should always be 
considered as the consumption of a day'a 
labor. In estimating the benefit of holidays, • 
we should always remember that the time 
which they occupy, is the consumption of 
so much labor. And the profitableness of 
the consumption is to be estimated by the 
benefit of the result which is attained. 

2. Consumption is either partial or total 
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Sometimes, after one value has been con- 
sumed, another and an important value rer 
mains. A pair of India-rubber shoes may 
be worn out and be useless as shoes, and yet 
they may be valuable for the manufacture 
of India-rubber cloth. A linen garment 
may be worn out, and its utility as a gar- 
ment may have been annihilated, and yet it 
may possess an important value to the paper 
maker. On the other hand, when we eat a 
piece of bread, as it has but one value, and 
that value is destroyed, the consumption is 
total. When we burn gunpowder in fire- 
works, and, commonly, when we use pro- 
perty to gratify our appetites, the case is the 
same. H&ice, we see the importance of 
consuming every value of every kind, which 
a substance possesses ; and also of consuming 
nothing for the purposes of gratification, un- 
less for a reasonable and adequate cause. 

3. Consumption is either voluntary or in- 
voluntary. It is voluntary, when we destroy 
value by design, for the purpose of accom- 
plishing some ulterior, result. It is involun- 
tary, when it takes place by accident. A pile 
of wood may be burned in a fire-place for 
the purpose of warming a parlor, or, on the 
other hand, it may be set on fire by accident 
and totally consumed. In the one case, as 
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in the other, the value is 'destroyed, the only 
difference is in the result. 

Besides, however, the consumption by ac 
cident, a continual consumption is going on 
by the ordinary agents of nature. If a pile 
of wood is suffered to remain for a long time 
exposed to the changes of the weather, it 
will be rendered utterly worthless. Its val- 
ue is thus as entirely destroyed as it would 
have been by fire. If a loaf of bread be- 
come mouldy through neglect, its value is as 
thoroughly consumed as if it had fallen into 
the fire the moment after it had been baked. 
Vegetable matter decays, animal matter 
putrifies. The metals are corroded. And 
thus consumption is continually going on, 
by which the values which we create will 
be destroyed, unless we watch over them 
with perpetual vigilance. Childish, imbecile 
carelessness is enough to render any man 
poor, without the aid of a single positive 
vice. 

4. Consumption is either rapid or gradu- 
al. The consumption of wood for fuel is 
rapid. The consumption of the axe with 
which we chop it, or of the fire-place in 
which we burn it, is gradual. But the 
one is going on as certainly as the other, 
and hence, in estimating his expenses, if a 
man wish to estimate them correctly, the 
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One must be taken into the account as well 
# as the other. If a man build a house and 
occupy it for ten years, the gradual con- 
sumption has materially diminished its value. 
If, now, at the close of this period, he esti-, 
mate the value of the house at its original* 
cost, he will greatly overrate his property. 
The same is true of furniture, and of every 
thing else which we use. 

It need scarcely be remarked, that the 
annual consumption of an individual is the 
total amount of values which he consumes, 
whether in his business or in his family. 
Unless his annual production be sufficient to 
replace the whole of his annual consump- 
tion, he will run in debt. By as much 
as his annual production exceeds his annual 
consumption, he will be growing richer. 
Hence, the object of every thrifty man is to 
render this excess as great as possible. 

II. Of the Design of Consumption. 

The design of consumption is easily seen. 
Inasmuch as consumption is the destruction 
of some value, it is of the nature of an in-, 
felicity. We never therefore consume, but 
with the expectation of procuring some 
greater gfood than that which we annihilate. 
This good may be of two kinds. First, we 
consume one value for the sdke of procuring 
another and better value ; or secondly, we. 
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consume a value for the sake of gratifying 
some appetite or desire, that is, for the sake 
of increasing our own personal happiness. 

1. Consumption for the sake of the in- 
crease of value. In this manner the farmer 
consumes seed, manures, labor and tools, 
that he may thus be enabled to produce a 
harvest. The manufacturer consumes raw 
cotton, labor, machinery, &c, in order to pro- 
duce cloth. The mantua-maker consumes 
calico, thread, needles and labor, in order to 
produce a new dress. And thus in all the 
various occupations of men, materials of 
every kind and labor are consumed for the 
sake of creating some article of use, or con- 
venience, or luxury. 

2. Consumption for the sake of the grati- 
fication of desire. Some of our desires have 
respect to our life, and health, and comfort. 
Such are the desire for food, clothing, shelter, 
and the various conveniences by which the 
heat of summer and the cold of winter may 
be modified. Others are merely for the 
gratification of the senses, without any re- 
gard to the benefit which we derive beyond 
that of simple sensual pleasure. Such are 
the desires for the luxuries of the table, 
of dress, equipage, and for those modes 
of living which are demanded by fashion. 
Some of our desires are gratified by in- 
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tellectual pleasures, and others by the plea- 
sure of doing good. It is not necessary that 
I should enumerate all the various modes 
of expenditure. In general, they consume 
the value which they appropriate, and all 
that remains is the gratification which they 
produce. 

Of these two modes of expenditure it may 
be remarked, that they are generally incon- 
sistent with each other. The consumption 
for the sake of reproduction is not common- 
ly attended with any pleasure. Its reward 
. is profit, or the means for obtaining pleasure 
in some other way. On the contrary, con- 
sumption for the sake of gratification is com- 
monly (not, however, always) a total loss. 
It yields no profit, and, if successful, its only 
product is pleasure. He who employs a 
hundred dollars in a profitable business may 
double k in the course of the year, and it 
may soon be able to yield him a hundred 
dollars annually. He who spends the hun- 
dred dollars in a feast, or in a journey of 
pleasure, annihilates that value forever, and 
he can never enjoy it again. Hence, when- 
ever we afe in doubt concerning the manner 
in which it would be*wise to appropriate our 
money, it may be well to take the results of 
these different modes of expenditure into se- 
rious consideration. And, hence, we see the 
20 
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reason why diligence, frugality and self-de- 
nial in youth, will inevitably lead to fortune • 
while habits of sensual gratification are the 
sure precursors of bankruptcy and contempt. 
It needs no prophet to foretel the destiny of 
a young man, who commences life with 
entering upon a round of fashionable dissi- 
pation. 

EXERCISES. 

1. Give various instances of consumption. 
Give an account of your own personal con- 
sumption for a single day. 

2. Can you give any instance in which 
we produce without consuming either labor 
or capital ? 

3. What practical lesson should we draw 
from this law ? 

4. Is there any difference, in political 
economy, between consuming a dollar's 
worth of time and a dollar's worth of cap- 
ital? 

5. Can a man be wasteful, then, who is 
actually doing nothing ? 

6. Is there much of this wastefulness in 
the/ world? 

7. Is a rag carpet economical ? Why ? 

8. Why is carelessness so fatal to a man's 
success in business? 

9. Did you ever know a careless man who 
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was not strangely unfortunate, or as it is 
called, unlucky ? 

10. pid you ever observe that a man who 
is always putting off the business of to-day 
until to-morrow, is commonly unlucky and 
poor ? Why is this ? 

1-1. Give illustrations from yota own ob- 
servation, of consumption for the sake of 
reproduction. 

12. Give illustrations from your own prac- 
tice, of consumption for the gratification of 
desire. 

13. How many of these are wise, and 
how many unwise ? 

14. What would be the difference, at the 
end of ten years, between the two young 
men, A. and B. ? A. spends a hundred dol- 
lars a year in journeys, theatres, amusements, 
&c, and B. invests the same sum in his bu- 
siness in such a manner that the principal 
and interest of each year yield him 15 per 
cent, for the next year. 
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Or THE DIFFERENT KINDS OF CONSUMPTION. 

Consumption is of two kinds, Individual 
and National. Individual consumption is 
of two kinds : First, for the sake of repro- 
duction, and, secondly, for personal gratifi- 
cation. This chapter will, therefore, be 
divided into three sections, in which these: 
three subjects will be considered. 

Section I. 

Of Individual Consumption for the sake 
of Reproduction. 

The design of the consumer in this case 
is the reproduction of capital, in some form 
different from that in which the capital is 
consumed. He would gladly produce with- 
out consumption, were it possible. But to 
do so is contrary to the law of his being. 
Consumption is necessary ; but if a man be 
wise, he will consume as little as possible. 
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Production is his remuneration, and, if he be 
wise, he will render this as great as possible. 
His whole gain is the amount by which his 
production exceeds his consumption. The 
greater this excess, the greater will be his 
profit. The rule by which he should, there- 
fore^ be governed, is to create as large a 
product as possible, by the consumption of as 
small a value as possible. 

The consumption of a producer is of two 
kinds, of Capital and of Labor. 

Of Consumption of Capital. 

The principles which should govern us 
here, are, I suppose, the following. 

1. The consumption of capital should be 
as small in amount as is consistent with the 
creation of the desired product. A shoe-ma- 
ker, who habitually cuts up a side of leather 
so carelessly that leather sufficient for one 
pair of shoes is wasted, will never grow rich. 
The farmer who sows two bushels of seed 
when one would have answered as well, 
loses the half of his seed. In China, sowing 
is always done by drilling instead of broad 
cast. It has been computed, that, by this 
method, as much grain is saved as would feed 
the whole population of Great Britain. The 
useless expenditure of fuel in our own coun- 
try is enormous. It is supposed, and with 
good reason, that not more than one tenth of 
20* 



234 consumption or CAPITAL. 

the heat of the fuel employed, is rendered 
available in a common fire-place. ' 

2. Capital of no greater value than is ne- 
cessary should be employed to create the de- 
sired product. Thus, it is for the interest of 
every producer to ascertain in what manner 
he may be able to accomplish his purpose, 
by the consumption of the least valuable ma- 
terials. The merchant inquires, before he 
imports a product from a foreign country, with 
what export he can procure it at the cheapest 
rate. So, the manufacturer, if he be, wise, 
will keep himself informed of the progress of 
science and of the arts, that he may learn in- 
what manner a cheaper article may be sub- 
stituted for a dearer in the creation of his 
product. A fortune has frequently been real- 
ized by the discovery of a cheaper dye stuff, 
or the substitution of a single cheaper ma- 
terial, in the place of that ordinarily in use. 

3. Every utility possessed by the material 
consumed, should be rendered in the best 
manner available. Thus in an oil mill, the 
flax-seed from which linseed oil has been ex- 
pressed, is a valuable food for cattle. After 
the brewer has extracted tjie saccharine mat- 
ter from barley, the grains, as they are called, 
are valuable for the same purpose. The tan 
bark, after the tanning matter has been ex- 
tracted, is valuable for fuel. This economy 
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of materials is very well illustrated in the 
manufacture of combs. In a well-conducted 
establishment of this kind, every part of the 
horn, the core, the body, the tip, the sha- 
vings, the fat and the mucilage, are all turned 
to some available purpose. 

Nor is this all. The values which are con; 
sum'ed should be consumed to the very last 
Thus, in the working of a steam engine, it is 
necessary to evolve a great amount of caloric, 
and this is the most expensive part of the 
process. Now, economy demands that this 
caloric should be produced at the least possi- 
ble expense, and that having been produced, 
it should be used for every purpose that it 
can be made to serve. But every one must 
have perceived, by the flame which escapes 
from the chimney of a furnace, that a very 
large portion of the caloric evolved is abso- 
lutely wasted. A very great economical im- 
provement has of late, been made, in some of 
the iron works in Great Britain. This caloric, 
which was formerly wasted, is used to heat 
the air which is blown into the furnace. By 
this expedient, a very great saving of fuel is 
accomplished. I observed the same plan 
adopted on board the Novelty, one of the 
North River steam-boats during the last sum- 
mer. It was done at the suggestion of Dr. 
Nott, with whom, in fact, I believe the idea 
at first originated. 
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best possible condition. This saves time, 
and takes away one of the most common 
excuses for negligence. 

The importance of attention to these pirin- 
.ciples is obvious. Products, of»the same de- 
gree of goodness, generally sell in the market 
for the same price. No man can expect to 
receive a higher price than his neighbor, for 
goods of the same quality. The only me- 
thod, in which he can expect to conduct his 
business more profitably than his neighbor, 
is to be able to manufacture these goods at a 
less cost. If two manufacturers both sell 
cloth at twelve and a -half cents a yard, and 
the one, by a superior economy of labor and 
capital, is able to produce the cloth at a cent 
a yard cheaper than the other, he will re* 
ceive a cent a yard higher profit. This, in 
a few years, would make a very considerable 
difference in the wealth of the two individu- 
als. The principle is the same in any other 
business. Wealth is not acquired, as many 
persons suppose, by fortunate speculations 
and splendid enterprises, but by the daily 
practice of industry, frugality and economy. 
He who relies upon these means, will rarely 
te found destitute, and he who relies upon 
Hay other, will generally become bankrupt. 
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EXERCISES. 

1. Give illustrations of the rule, that we 
should create as large a product as possible, 
by means of as small a consumption as pos- 
sible, from the' case of a farmer, a mechaaic 
and a manufacturer. 

2. Give illustrations, from your own ob- 
servation, of waste and of economy of ma- 
terial. 

3. Can you give any instance in the arts, 
in which an article has been reduced in 
price, by the substitution of cheaper materi- 
als in the manufacture of it ?. 

4. It is said that oil of an excellent quality 
can be made from cotton seed. What would 
be the effect of thus using the seed, upon 
the cotton grower and the consumer ? 

5. Give illustrations of good and bad 
economy in the use of the secondary values 
of substances. 

6. Have you ever observed the effect of 
having too many laborers employed in a 
piece of work ? Explain it* 

7. Have you ever observed the effect of 
having too few laborers ? Explain this effect. 

8. Suppose the best workman in a cotton 
manufactory were employed in carrying 
spools from one part of the establishment to 
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the other, what effect would it have on the 
price of the cloth ? 

9. What is meant by the old proverb, tho 
eye of the master makes the horse fat ? 

10. Illustrate the advantage of good tools, 
in any department of industry. 

11. In what manner do you expect to 
grow rich ? 



Section II. 

Of Individual Consumption for the sake of 
personal Gratification. 

The object of consumption, in this case, 
is not reproduction, but simply the gratifica- 
tion of our desires. But every man, whe- 
ther he be poor or rich, has desires which he 
is constantly seeking to gratify ; and, in the 
gratification of which, property is consumed. 
Hence, economy should be studied by the 
rich as well as by the poor. Its object is, 
if a given gratification is to be obtained, to 
teach us in what manner it may be obtained 
at the least possible expense. 

The principles to be borne in mind here, 
are substantially the same as those which 
have been already explained. It may, how- 
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ever* be proper to remark, that in the sug- 
gestions which follow, it is taken for granted 
that a man means to live honestly, that is, 
that he expects to live within his income, or 
to live on his own property, and not on the 
property of his neighbors. It is also taken 
for granted, that he knows how much are the 
profits of his business, and how much he may 
honestly devote to the expenditures of him- 
self and his family. These being taken for 
granted, the business of economy is to offer 
such suggestions as may enable him, from, 
this expenditure, to derive the greatest possi- 
ble convenience. 

To those who think this subject worthy 
of attention, the following principles may be 
of service. 

1. The consumption of yalucs should al- 
ways be as small as. may be consistent with 
the accomplishment of our purpose. Under 
this head we iriay remark — 

1. Nothing should ever be purchased which 
is not wanted. As our object is to gratify 
our desires, why should we purchase what we 
do not desire ? It matters not how pretty it 
may be, or how cheap it may be, or how 
great a bargain it may be ; if we do not want 
it } it is better for us to leave the bargain for 
somebody else. Very few things are gene- 
rally, in the end, dearer than great bargains. 
21 



242 OF PERSONAL EXPENSES. 

2. We should neveT purchase more of a 
thing than is wanted. This excess is gene- 
rally useless, and is, therefore, so much ab- 
solutely wasted. Nor is this all ; too great 
an abundance generally leads to thoughtless 
and improvident consumption. And, on the 
other hand, too great parsimony commonly 
defeats itself. He who spoils a garment by 
purchasing a quarter of a yard of cloth less 
than is necessary, is surely as unwise, as he 
who, thoughtlessly, purchases a quarter of a 
yard too mueh. 

3. The consumption of- the values pur- 
chased, should be as perfect as possible. 
When the utility has been consumed, ano- 
ther may remain, which is yet of consider- 
able value. In this manner, much expendi- 
ture may be savejl. But, besides this, a vast 
amount of values is annually lost simply by 
negligence. Cloths are eaten by moths, 
bread is wasted by mould, animal food 
putrifies, fuel is consumed for no possible 
object, and thus in many families, of all the 
values purchased, probably not more than 
one half the utility is really consumed in 
such a manner as to render a single living 
thing in any respect the happier. 

In order to accomplish this result, it is of 
importance that the utensils of a. family es- 
tablishment should be as perfect as possible. 
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This enables us to secure the benefit of 
every value, at the least possible expenditure, 
both of material and of labor. A good fire- 
place is an indispensable requisite to sound 
economy in a cold climate, and it is, unfor- 
tunately, a utensil with which very few 
families are provided. 

. The principles which regard the economy 
of labor are very similar to those which have 
been already explained. It need only be 
remarked, that, in conducting the affairs of 
a family, as of any other establishment, we 
should employ all the labor necessary ; no 
mere than is necessary, and precisely of the 
kind which is best adapted to aqcompHsh 
our purposes. 

In regard to the expenditures of a house- 
hold, both of capital and 4 labor, it deserves 
specially to be remarked, that almost every 
thing depends upon the personal supervision 
of the individual on whom the management 
devolves. This is, generally, the mistress 
of the family. It is her province to see that 
nothing is wasted, that every thing is appro- 
priated to its proper use, and that the labor 
which is purchased, be faithfully performed. 
It becomes her to know how every thing 
should be done, and also to be able to* do it. 
Unless she be interested in her own affairs, 
she can expect no one else to be interested 
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m them. If, in thoughtless, childish iii&o- 
lence, she disengage herself from personal 
responsibility, her house will be a scene 
of confusion and discomfort, and the abode 
of shameful and ruinous waste. The result 
may be easily foreseen. No income will 
sustain unlimited expenditure. The stern 
hand of the law will dissipate the delusion, 
interrupt this childish dream, and consign 
such grown-up children to the school of 
poverty, there to be taught the lesson of 
economy. 

EXERCISES. 

1. Why should a rich man be economical ? 

2. Can a poor man ever become rich with- 
out it ? 

3. Did you ever buy any thing simply be- 
cause it was cheap ? Do you remember what 
became of your bargain ? 

4. Is it best to buy at wholesale or re- 
tail, for individual expenses ? Why ? 

5. Can you give examples of common 
waste of property from negligence ? 

6. Do you not waste much in this man- 
ner yourself ? 

7. What are the inconveniences of em- 
ploying too many persons to do the labor of 
a family ? 

8. What are the duties of the mistress of 
a family ? 
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9.^ What are the consequences of her ne- 
glecting them ? 



Section III. 

Of Public Consumption. 

The business of carrying on a govern- 
ment is expensive. Legislators, judges, ju- 
rors, executive officers, must be paid for their 
services. Public works must be constructed, 
light-houses erected, and, if a nation engage 
in war, the expenses of offensive and defen- 
sive war must be met. All this requires, 
annually, a large amount of capital. 

The principles of expenditure are, how- 
ever, the same here as in any other case. If 
a nation consume capital, that is, expend 
money, for a worthless object, that money is 
wasted. If it consume it upon a valuable 
object, it is profitably expended. The ex- 
penditure of money, in every case, Whether 
public or private, is a loss, unless we receive, 
in return, a consideration as valuable as that 
with which we parted. 

We shall consider, first, the manner in 
which taxes are collected, and, secondly, the 
21* 
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uses to which they are commonly appropri- 
ated. 

Taxes are Direct or Indirect. 

When a direct tax is levied, there is first 
an estimate made of the whole value of the 
property to be taxed, and then a per centage 
is assessed upon it sufficient to cover the 
amount which is to be raised. Every man's 
property being estimated, a tax list is made 
out, in which the amount of his property and 
of his proportion of the tax is set opposite 
to his name. This tax list is placed in the 
hands of the proper officer, who collects the 
sum due from every individual, and pays it 
over to the government. This method of 
taxation possesses several advantages. Every 
one pays in proportion to his property, and 
not according to his consumption. Every 
one knows how much tax he pays, and, of . 
course, will be much more likely to watch 
over the government, and see that the money 
which he pays out of his earnings, is wisely 
and faithfully appropriated. 

An indirect tax is a tax or duty levied, not 
on individuals, but on commodities entering 
the country. In this mode of taxation, every 
vessel arriving from a foreign port, is imme- 
diately taken possession of by a government 
officer, and no article, on which a duty is 
required by law to be paid, can be removed 
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until the tax has either been paid, or else a 
bond given that it shall be paid at a certain 
time. Thu§, for every yard of broadcloth, 
of cotton goods, for every pound of iron or 
steel, of coal or tallow, of hemp, or cordage, 
or wool, which comes to this country, we 
have to pay a very heavy duty, amounting 
to a very large per centage upon , its whole 
cost. These sums are collected in the dif- 
ferent ports of the United States, and are 
paid by the officers into the general treasury. 

The objections to this mode of taxation 
are, that the people in general are very igno* 
rant of its amount. Very few persons, when 
they buy a knife, or a plough, or a scythe, 
or a coat, are aware, that a very large per 
centage of the cost of these articles has 
been paid in .taxes to the government, and 
that the price.of each has been greatly raised 
by this heavy tax. As people do not per- 
ceive these things, they are liable to become 
more careless in respect to the expenditure 
of the government, and their earnings are 
liable to be spent in a very reckless manner 
by the public servants. 

Besides, as the tax is not laid upon the in- 
dividual, but upon commodities, no one need 
pay it unless he use the commodities. Hence, 
if a man worth half a million, use no more 
of the taxed articles than a beggar, he will 
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pa^ no more of the tax. It is, therefore, li- 
able to fall unequally ; that is, the rich are- 
liable to escape, in this manner, from paying 
their portion of the public burdens. 

Now this, I suppose to be at variance with 
the proper principles of taxation, which de- 
mand that every one should pay for the pro- 
tection of government, in proportion to the 
amount for which he requires protection. 
And, if there be any deviation from this 
principle, it should be in favor of the poor, 
becausfe the rich can pay their taxes without 
abridging even their luxuries, while the tax 
of the poor man might sometimes curtail 
even his necessaries of life. 

But, suppose the taxes to have been col- 
lected. It remains to be shown, in what 
manner, and for what purposes they are com* 
monly expended. 

It, is, however, always to be borne in mind, 
that the government possesses nothing, it 
has nothing. The property thus collected, 
is the property of the people. It is their 
earnings, for which they have toiled and la- 
bored. The government is appointed to 
dispose of it ; but, as it is the people's mo- 
ney, the government has no right to expend 
a dollar of it, but for the people's good. 

1. A portion of it is spent in the support 
of the officers, and in defraying the other 
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expenses of civil government. This is ne- 
cessary, in every state, and these expenses 
should be freely and liberally met. It is 
for the interest of all, that we should have 
able judges,' civil officers, legislators, &c t) 
and we cannot expect to have valuable ser- 
vices, unless we pay for them what they are 
worth. 

2. It is for the interest of every citizen o£ 
a free government, that every other citizen 
should be familiar with the elements of learn- 
ing. This may well, therefore, become the 
care of the government, and every indivi- 
dual may properly be obliged to contribute 
towards a general system of common schooJL 
education. The funds collected, may be 
managed and spent in the districts where 
they are raided, but they may very properly 
be raised by a public law. 

3. In some countries the expenses of main- 
taining religious worship are provided by 
taxation. In this country, however, these 
expenses are defrayed by voluntary contri- 
bution. In some of the States, every indi- 
vidual is obliged to contribute towards the 
support of some religious teacher ; but he is 
at liberty to contribute towards the support 
of such an one as he chooses. 

4. The public may properly be charged 
with the expense of many works of national 
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improvement. Among these may be reck- 
oned the erection and establishment of 
light-houses, the survey of coasts, the im- 
provement of harbors, the enforcement of 
quarantine regulations, and some others of 
this kind. These are very necessary to the 
prosperity of a nation, and they can be exe- 
cuted and sustained, in no other manper, 
than by the public authority. 
• 5. The expenses of pauperism.' Many' 
persons who become old and decrepit, have 
no relatives on whom to rely for support. 
They must perish, unless relieved by cha- 
rity. But, inasmuch as what is every body's 
business is nobody's business, they would 
never be relieved, unless by public provision. 
In making this provision, however, it is ne- 
cessary that great discrimination be used to 
prevent any from receiving assistance, except 
such as really need it ; and, also, that such 
arrangements be made as shall oblige t every 
pauper to labor for his own support to the 
utmost of his ability. If these conditions 
are observed, the public expenditure for pau- 
pers will be exceedingly light. 

6. Another very large item of national 
expense, is that required by offensive and 
defensive war. Whether war be wise or 
unwise, whether consistent or not with the 
principles of the gospel, needs not herd be 
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considered. It is sufficient to remark, that, 
of all the means yet known for destroying 
" property, and scattering by millions the hard 
earnings of a people, this is, by far the most 
successful. If, however, it is to be carried 
on, economy would direct that all the prepa- 
rations be made for it in the most perfect 
manner ; that arms and ammunition be pro- 
vided in sufficient quantities to meet any 
emergency ; that fortifications be erected in 
suitable places, and that a sufficient number 
of men ber trained up to use all these means 
of destruction in the most destructive man* 
ner, 

EXERCISES, 

1. Explain the assertion that there is no 
difference in principle between public and 
private consumption. 

2. Suppose a direct tax of five thousand 
dollars were to be laid upon the town in 
which you reside, how would it be done ? 

3. Explain the manner in which a tax on 
broadcloth, of 50 per cent, on the value, 
would be collected. 

4. What are the advantages and disadvan- 
tages of direct and indirect taxation ? 

5. Why should a rich man pay a greater 
tax than a poor man ? 
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6. What is meant, when we say that the 
govehunent possesses nothing ? 

7. Is it good or bad economy to pay very 
small salaries to the officers of government ? 
Why? 

8. Why should schools be supported by 
the public ? 

9. Why should not religion be supported 
by law ? 

10. Why should government be charged 
with the duty of maintaining light-houses ? 

11. How should the poor be maintained, 
who are supported by the public ?. 



S- 



